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EXPORT  ASSISTANCE  EFFORTS 
FOR  SMALL  BUSINESS 


THURSDAY,  MAY  12,  1994 

U.S.  Senate, 
Committee  on  Small  Business, 
Subcommittee  on  Export  Expansion  and 

Agricultural  Development, 

Washington,  DC. 
The  Committee  met,  pursuant  to  notice,  at  2:30  p.m.,  in  room 
SR-428A,  Russell  Senate   Office   Building,  Hon.   Harris  Wofford, 
Chairman  of  the  Subcommittee,  presiding. 

OPENING  STATEMENT  OF  HON.  HARRIS  WOFFORD,  A  U.S. 
SENATOR  FROM  THE  COMMONWEALTH  OF  PENNSYLVANIA 

Senator  Wofford.  Good  afternoon.  Thank  you  for  coming  to  give 
us  some  very  important  information.  I  do  not  know  if  you  have 
heard  about  the  time  constraints  that  we  have. 

I  will  have  to  leave  shortly  after  3:30  p.m.,  if  the  vote  that  is 
scheduled  at  3:30  p.m.  comes  at  3:30  p.m.  So  I  suggest  we  try  to 
move  quickly  and  I  will  try  to  practice  what  I  am  preaching. 

Of  course,  anything  that  you  would  like  to  supplement,  can  be 
put  in  the  record,  and  we  may  well  find  that  we  are  going  to  need 
to  reconvene. 

But  let  us  see  how  far  we  do  get  in  an  hour,  otherwise,  you  are 
going  to  be  waiting  for  awhile.  We  are  not  quite  sure  how  long  we 
will  be  tied  up  on  these  next  votes. 

American  companies,  which  are  the  lifeblood  of  our  society,  are 
today  competing  in  a  global  economy.  Trade  barriers  erected  by 
other  countries  are,  fortunately,  beginning  to  fall. 

Now  we  have  to  make  sure  that  U.S.  businesses,  especially  small 
and  new-to-export  businesses  have  the  tools  they  need  to  take 
advantage  of  these  new  opportunities. 

Small  business  needs  to  look  outside  national  boundaries  to  ex- 
ports. Today's  small  businesses  need  to  do  so,  as  a  critical  source 
of  new  markets,  new  profits,  and  new  jobs. 

The  Federal  Government  (clearly  has  a  critical  role  to  play  in 
helping  businesses  expand  American  exports,  and  especially  this  is 
true  for  small  business.  We  need  to  work  on  several  fronts. 

Obviously,  we  have  to  continue  the  strong  effort  to  bring  down 
foreign  trade  barriers  to  U.S.  products  and  services.  We  must  also, 
on  the  other  critical  front,  help  companies,  by  expanding  access  to 
investment  capital  and  market  information. 

Small  businesses  should  be  a  priority  in  Federal  export  and  pro- 
motion and  finance  efforts.  Small  businesses  are  often  the  least 
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experienced  in  exporting  abroad,  but  they  can  often  also  least 
afford  mistakes. 

I  am  concerned  about  the  critical  question  of  whether  we  are 
doing  as  well  as  we  could.  The  consistent  trade  imbalance  adds 
impetus  and  power  to  that  question. 

We  had  a  very  hard-hitting,  very  valuable  field  hearing  in  Phila- 
delphia on  small  businesses  and  their  export  problems,  and  the 
continuing  problems  that  some  of  them  are  having  in  receiving 
timely  information  and  that  need  financing. 

The  administration  has  taken  strong  steps  in  the  right  direction, 
by  establishing  a  Trade  Coalition  Coordinating  Committee  to  co- 
ordinate 19  Federal  agencies  involved  in  export  promotion.  That  is 
important.  And  to  those  who  produce  that,  we  owe  them  a  great 
deal  of  appreciation. 

The  purpose  of  this  hearing  is  to  make  sure  that  the  Federal  ef- 
forts designed  to  help  U.S.  producers  are  doing  all  they  can  and 
should  be  doing  for  small  business,  and  to  learn  what  more  we  here 
in  the  Congress  should  do  to  help. 

I  would  like  to  invite  the  first  two  witnesses  to  proceed  with  their 
testimony.  Janice  Wolfe  is  Deputy  Associate  Deputy  Administrator 
for  Economic  Development  of  the  Small  Business  Administration. 
She  is  accompanied  by  Irene  Fisher,  who  is  the  Assistant  Adminis- 
trator for  International  Trade. 

And  Maria  Luisa  M.  Haley  is  Director  of  the  U.S.  Export-Import 
Bank. 

Of  course,  as  I  said,  your  prepared  testimony,  and  anything  else 
you  wish  to  submit  will  be  fiilly  included  in  the  record.  I  also  ask 
unanimous  consent  that  the  statements  of  Senators  Pressler  and 
Moseley-Braun  be  included. 

Opening  Statement  of  Senator  Larry  Pressler,  From  the 
State  of  South  Dakota 

I  would  like  to  thank  Chairman  WofFord  for  holding  this  hearing  on  Federal  Gov- 
ernment export  assistance  programs  for  small  business.  I  also  would  like  to  welcome 
the  Deputy  Associate  Administrator  for  Economic  Development  of  the  Small  Busi- 
ness Administration,  Janice  Wolf;  Director  of  Export-Import  Bank,  Maria  Haley; 
Associate  Administrator  of  the  Foreign  Agricultural  Service  of  the  Department  of 
Agriculture,  Christopher  Goldthwait;  and  the  Assistant  Secretary  for  Trade  Develop- 
ment at  the  Department  of  Commerce,  Raymond  Vickery. 

Historically,  Small  Business  Administration  (SB A)  export  programs  have,  I  be- 
lieve, been  given  short  shrift  by  the  agency.  For  example,  the  GAO  has  strongly 
criticized  the  SBA  for  its  lack  of  focus  in  its  export  promotion  efforts.  GAO  found 
that  SBA's  international  trade  loan  programs  were  under-utilized  and  that  its  other 
export  promotion  programs  were  mismanaged  and  uncoordinated.  I  am  very 
concerned  about  the  problems  this  lack  of  attention  has  caused. 

Unfortunately,  the  charge  of  a  lack  of  coordination  in  export  promotion  can  be  lev- 
eled against  the  Federal  Government  as  a  whole.  Over  10  agencies  run  more  than 
150  export  promotion  programs.  Often  these  efforts  duplicate  one  another  and 
seldom  do  the  agencies  know  what  the  others  are  doing.  Such  an  uncoordinated 
approach  is  both  ineflicient  and  wasteful. 

However,  it  is  true  that  SBA  and  other  agencies  have  come  together  under  the 
interagency  Trade  Promotion  Coordinating  Committee  (TPCC).  By  so  doing,  they 
have  sought  to  improve  the  Federal  Government's  export  promotion  programs.  Fur- 
thermore, it  is  my  understanding  that  SBA  is  seeking  to  harmonize  its  export  pro- 
grams with  those  of  the  Export-Import  Bank.  I  look  forward  to  hearing  how  SBA 
and  the  other  agencies  represented  here  today  are  going  to  reinvigorate  and  improve 
their  export  promotion  programs. 

Again,  I  welcome  the  witnesses  and  look  forward  to  their  testimony. 


Prepared  Statement  of  Senator  Carol  Moseley-Braun, 
From  the  State  of  Illinois 

Thank  you  Mr.  Chairman  for  convening  this  aflemoon's  hearing  on  export  assist- 
ance for  small  business.  I  look  forward  to  hearing  testimony  by  the  two 
distinguished  panels. 

This  hearing  is  very  timely.  As  many  of  you  know,  I  just  returned  from  a  trip 
to  South  Africa  to  witness  the  swearing-in  of  President  Nelson  Mandela.  Not  long 
ago,  Mr.  Mandela  appealed  to  the  United  States  and  other  countries  to  lift  sanctions 
against  South  Africa  and  reinvest  in  his  country.  South  Africa's  remarkable  social 
achievements  of  the  last  several  years  culminated  this  week  with  the  Inauguration 
of  Nelson  Mandela.  The  country  now  represents  a  new  investment  opportunity,  one 
that  I  hope  all  our  international  export  companies  will  recognize  and  pursue.  Today, 
we  are  here  to  discuss  export  assistance  for  American  small  businesses. 

I  am  committed  to  expanding  opportunities  for  U.S.  businesses  desiring  to  enter 
into,  and  participate  in,  the  global  marketplace.  Recently,  I  read  that  AT&T  was 
awarded  a  $4  billion  telecommunications  contract  from  Saudi  Arabia.  This  is  the 
largest  contract  that  a  U.S.  company  has  ever  received  outside  its  borders — imagine 
the  jobs  that  will  be  created  here  for  American  citizens. 

This  is  an  extraordinary  opportunity  for  AT&T  to  expand  their  business.  We 
must,  however,  not  fail  to  recognize  that  big  businesses,  like  AT&T,  are  not  the  only 
American  businesses  capable  of  benefiting  from  expanding  their  international  busi- 
ness. We  must  do  all  in  our  power  to  extend  these  same  opportunities  to  the  leading 
contributor  to  our  Nation's  GrNP,  American  small  businesses. 

The  Export  Assistance  Centers  proposed  by  the  SBA  is  an  excellent  initiative, 
which  will  help  companies  get  started.  Working  in  conjunction  with  the  Department 
of  Conunerce  and  Export-Import  Bank,  these  centers  will  provide  information  to  fu- 
ture U.S.  exporters.  Currently,  there  are  pilot  programs  in  Chicago,  IL,  and  four 
other  American  cities.  I  support  this  effort  and  look  forward  to  seeing  it  succeed. 

Everyone  knows  that  new  markets  mean  new  opportunities,  but  markets  are 
meaningless  to  businesses  that  cannot  access  them.  It  is  our  obligation  to  see  to  it 
that  the  path  is  paved  for  small  businesses  to  enter  these  markets  and  compete 
globally. 

Mr.  Chairman,  I  conclude  my  remarks  at  this  time  and  I  look  forward  to  the 
testimony  of  both  panels. 

If  Janice  Wolfe  will  start,  we  look  forward  to  hearing  from  you. 

STATEMENT  OF  JANICE  WOLFE,  DEPUTY  ASSOCIATE  DEPUTY 
ADMINISTRATOR  FOR  ECONOMIC  DEVELOPMENT,  U.S. 
SMALL  BUSINESS  ADMINISTRATION,  ACCOMPANIED  BY 
IRENE  FISHER,  ASSISTANT  ADMINISTRATOR  FOR  INTER- 
NATIONAL TRADE 

Ms.  Wolfe.  Thank  you,  Mr.  Chairman,  for  inviting  me  to  come 
before  this  Subcommittee  today  to  represent  the  Small  Business 
Administration. 

As  you  just  asked,  we  would  like  our  entire  testimony  to  be  sub- 
mitted for  the  record.  I  am  accompanied  by  Irene  Fisher,  who  is  on 
loan  to  SBA  for  a  year  from  the  California  Export  Finance  Office, 
one  of  the  most  successful  State  programs  in  the  country,  where 
she  helps  us  reinvent  and  expand  our  export  programs. 

There  is  no  denying  that  exports,  particularly  small  business  ex- 
ports, are  vitally  important  to  our  national  economy.  Small  busi- 
nesses employ  over  half  the  workers  involved  in  direct  merchandise 
exporting. 

These  small  companies  will  lead  the  way  to  future  U.S.  economic 
growth,  and  are  the  key  to  our  ability  to  compete  in  the  global 
marketplace. 

Today  many  small  firms,  which  are  export-ready,  have  no  choice 
but  to  finance  their  exports  through  lending  facilities  established 
primarily  for  domestic  purposes. 


In  fact,  however,  exporters  need  financing,  based  on  a  trans- 
action-specific basis,  where  the  decision  to  extend  credit  focuses 
f>rimarily  on  the  documents  that  evidence  a  specific  sale,  and  the 
ender's  judgment  that  the  borrower  can  perform. 

U.S.  small  businesses  could  dramatically  improve  their  competi- 
tive position  if  they  had  ready  access  to  transaction-based  expert 
financing.  Consequently,  SBA's  objectives  are  to  provide  incentives 
for  banks  to  finance  exports  by  small  businesses,  and  provide  small 
businesses  the  tools  they  need  to  do  business  overseas. 

SBA  oflFers  both  financial  and  business  development  assistance  to 
help  small  firms  develop  export  sales  and  get  paid.  Through  a  vari- 
ety of  loan  programs,  including  our  Export  Working  Capital,  Inter- 
national Trade  Loan,  and  7-A  Programs,  SBA  oners  an  array  of 
financial  support  for  exporters. 

SBA  is  undertaking  a  number  of  measures  to  improve  the  deliv- 
ery of  our  export  assistance  programs  and  substantially  increase 
the  level  of  export  financing  that  we  support. 

These  efforts  grow  out  of  the  SBA's  participation  in  the  Trade 
Promotion  Coordinating  Committee,  which  was  established  by  stat- 
ute in  the  Export  Enhancement  Act  of  1992,  and  charged  with  rec- 
ommending ways  to  better  coordinate  the  disparate  trade  pro- 
motion activities  of  the  19  Federal  agencies  which  have  trade 
promotion  functions. 

Since  last  fall,  SBA  has  been  working  closely  with  Ex-Im  Bank 
to  harmonize  our  export  finance  program  with  theirs,  in  order  to 
eliminate  overlap,  waste,  or  duplication  in  our  respective  programs. 

Also,  SBA  is  currently  preparing  a  package  of  administrative  ac- 
tions to  overhaul  SBAs  Export  Working  Capital  Guarantee  Pro- 
gn*am,  currently  referred  to  as  the  Export  Revolving  Line  of  Credit, 
and  implement  the  harmonization  package  with  Ex-Im  Bank. 

One  of  the  most  important  changes  SBA  will  make  is  to  adopt 
Ex-Im  Bank's  practice  of  ofiFering  preliminary  commitments  for 
exporters. 

In  the  past,  SBA  has  accepted  export  loan  applications  from  lend- 
ers only.  In  one  sense,  this  served  a  valuable  screening  function, 
ensuring  that  the  limited  time  of  SBA's  loan  officers  was  devoted 
to  loans  that  already  had  been  approved  by  commercial  lenders 
and,  therefore,  were  likely  to  be  approved  for  a  guarantee. 

Unfortunately,  this  raised  a  serious  obstacle  for  many  small  ex- 
porters. If  an  exporter  was  unable  to  find  a  bank  willing  to  finance 
an  export  transaction,  the  exporter  could  never  gain  access  to 
SBA's  Loan  Guarantee  Program. 

By  allowing  small  businesses  to  apply  directly,  SBA,  like  Ex-Im 
Bank,  will  be  able  to  assist  more  small  businesses  with  structuring 
their  export  sales. 

SBA  also  is  considering  a  number  of  measures  to  make  our  ex- 
port loan  program  more  attractive  to  lenders.  We  are  reviewing  our 
fee  and  interest  rates  policies  to  make  sure  that  lenders  know  that, 
if  they  participate  in  the  program,  they  can  expect  a  reasonable 
return  on  their  investment. 

SBA  has  developed  a  legislative  package  introduced  recently  in 
the  Senate  by  Small  Business  Committee  Chairman  Dale  Bumpers, 
which,  if  enacted,  will  help  us  deliver  a  more  effective  export  loan 
program.  This  is  Senate  bill  2060. 


Section  201  of  our  bill  would  amend  the  Small  Business  Act  to 
increase  to  90  percent  the  maximum  guarantee  coverage  available 
to  a  participating  lender  for  an  export  working  capital  loan.  Section 
201  also  would  eliminate  the  present  statutory  prohibition  on  inter- 
national trade  loans  of  $155,000  or  less. 

Section  202  of  the  bill  would  provide  authority  for  the  SBA  to 
guarantee  standby  letters  of  credit,  which  are  a  common  feature  of 
many  international  sales  contracts,  and  are  intended  to  ensure  the 
performance  of  exporters,  with  whom  a  foreign  buyer  may  have 
little  or  no  experience. 

Section  203  of  the  bill  would  eliminate  the  present  $250,000  cap 
on  working  capital  loans  made  under  the  SBA's  ITL  program. 

SBA's  role  in  the  Export  Assistance  Centers  is  to  help  U.S. 
exporters  gain  access  to  capital  by  offering  financial  counseling  and 
export  loan  guarantees. 

In  addition,  SBA's  resource  partners,  the  Small  Business  Devel- 
opment Centers,  and  the  Service  Corps  of  Retired  Executives,  offer 
counseling  and  technical  assistance  that  help  new-to-export  firms 
develop  into  export-ready. 

By  growing  firms  to  become  export-ready,  we  expect  more  small 
businesses  will  be  better-positioned  to  take  advantage  of  the  serv- 
ices offered  by  the  Department  of  Commerce  and  Ex-Im  Bank. 

All  Export  Assistance  Center  Offices  are  physically  collated  in 
buildings  that  house  other  trade  promotion  organizations  for  even 
greater  access  to  services  by  businesses. 

Small  exporters  will  benefit  from  the  combined  expertise  and 
strengths  of  each  individual  agency  now  available  at  the  four  pilot 
sites. 

Prior  to  moving  to  their  new  locations,  each  of  the  Center  em- 
ployees spent  2  weeks  cross  training  in  the  programs  of  their  part- 
ner agencies.  Export  Assistance  Center  employees  continue  to  work 
for  their  respective  agencies,  but  report  to  the  center  manager  on 
a  day-to-day  basis. 

Mr.  Chairman,  the  USEAC's  represents  a  tangible  response  bv 
the  Federal  and  State  governments  to  meet  the  demands  of  small 
business  exporters. 

By  revising  our  export  working  capital  program,  participating 
fully  in  the  USEAC's,  SBA  expects  to  become  more  effective  at 
reaching  one  of  our  most  important  goals,  to  expand  employment 
and  income  opportunities  for  small  business  through  increased 
exports. 

Thank  you  very  much  for  the  opportunity  to  appear  today.  Mrs. 
Fisher  and  I  will  be  glad  to  answer  any  questions  that  you  may 
have. 

[The  prepared  statement  of  Ms.  Wolfe  follows:] 

Prepared  Statement  of  Janice  .Wolfe,  Deputy  Associate  Deputy  Adminis- 
trator FOR  Economic  Development,  U.S.  Small  Business  Administration 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  inviting  me  to 
testify  on  the  Small  Business  Administration's  (SBA)  role  within  the  Trade  Pro- 
motion Coordinating  Committee  (TPCC)  and  SBA's  efforts  to  revitalize  our  trade 
assistance  and  export  finance  programs. 

There  is  no  denying  that  exports,  particularly  small  business  exports,  are  vitally 
important  to  our  national  economy.  Small  businesses  employ  over  naif  the  workers 
involved  in  direct  merchandise  exporting.  These  small  companies  will  lead  the  way 
to  future  U.S.  economic  growth  and  are  the  key  to  our  ability  to  compete  in  the 


global  marketplace.  According  to  an  article  in  the  July  3,  1993  issue  of  "The  Econo- 
mist," American  merchandise  exports  grew  by  76  percent  over  the  5  years  through 
1992.  Current  exports  of  goods  and  services  total  about  $700  billion.  Yet,  the  export 
maiket  still  is  dominated  by  big  businesses  which  have  the  resources  to  finance 
export  activity. 

For  many  years,  the  United  States  was  the  world's  largest  single  market,  offering 
relatively  convenient  and  abundant  sales  opportunities  for  small  businesses.  Con- 
sequently, few  felt  the  need  to  look  overseas  when  the  domestic  market  could  absorb 
nearly  all  their  production.  Recently,  increasing  competition  from  abroad  has  forced 
many  small  businesses  to  look  beyond  the  domestic  market,  but  too  many  continue 
to  rely  on  the  United  States  as  the  sole  market  for  their  products. 

As  a  result  of  this  long-standing  reliance  on  the  domestic  market,  development 
of  a  U.S.  "export  infrastructure"  comparable  to  that  of  our  major  trading  partners 
has  been  slow  to  occur.  Most  other  developed  countries  place  great  importance  on 
providing  government  support  for  commercial  lenders  and,  as  a  result,  those 
countries'  exporters  are  extremely  competitive. 

Development  of  an  export  finance  infrastructure  has  been  slowed  further  as  a  re- 
sult of  the  large  number  of  U.S.  banks  that  withdrew  from  international  banking 
in  the  mid-1980's  as  a  result  of  severe  losses  they  suffered  from  the  Third  World 
debt  crisis.  This  withdrawal  affected  not  only  their  own  ability  to  offer  international 
banking  services  for  their  larger  clients,  but  also  the  ability  of  smaller  correspond- 
ent banks  serving  small  business,  who  depended  on  the  international  banks  for 
trade  services.  As  a  result  of  the  debt  crisis  and  its  ripple  effect  on  these  "down- 
stream" banks,  the  export  finance  expertise  of  the  banking  industry  as  a  whole 
eroded,  much  to  the  detriment  of  small  exporters. 

Today,  many  small  firms  have  no  choice  but  to  finance  their  exports  through  lend- 
ing facilities  established  primarily  for  domestic  purposes.  Lenders  typically  look  at 
a  company's  manufacturing  operations  as  an  ongoing  process  and  advance  a  dollar 
amount  based  on  the  value  of  inventory  the  company  has  on  hand.  This  is  known 
as  asset-based  financing.  As  long  as  a  company's  export  inventory  is  only  a  small 
part  of  the  total,  most  oanks  will  allow  a  proportionate  share  oi  the  financing  to 
support  export  sales.  However,  if  this  is  the  only  export  financing  available,  U.S. 
firms  may  find  themselves  at  a  disadvantage  to  their  overseas  competitors. 

Exporters  need  financing  based  on  a  transaction-specific  basis,  where  the  decision 
to  eirtend  credit  focuses  primarily  on  the  documents  that  evidence  a  specific  sale, 
and  the  lender's  judgment  that  the  borrower  can  perform.  If  the  analysis  is  limited 
primarily  to  these  criteria,  a  greater  number  of  small  businesses  would  be  able  to 
obtain  financing.  While  some  banks  and  non-bank  lenders  are  beginning  to  reenter 
the  field,  smaller  firms  continue  to  encounter  difficulty  when  seeking  to  arrange 
transactional  financing. 

U.S.  small  businesses  could  dramatically  improve  their  competitive  position  if 
they  had  ready  access  to  transaction-based  export  financing.  Unfortunately,  many 
U.S.  banks  consider  export  finance  to  be  unprofitable,  particularly  for  transactions 
of  under  $1  million.  These  smaller  loans  are  viewed  as  being  risky  and  highly  time- 
and  labor-intensive. 

In  view  of  these  shortcomings,  SBA's  objectives  are  to  provide  incentives  for  banks 
to  finance  exports  by  small  businesses  and  provide  smsul  businesses  the  tools  they 
need  to  do  business  overseas.  SBA  offers  both  financial  and  business  development 
assistance  to  help  small  firms  develop  export  sales  and  get  paid.  Throusii  a  variety 
of  loan  programs,  including  our  export  working  capital.  International  Trade  Loan 
(ITL)  and  7(a)  programs,  SBA  offers  an  array  of linancial  support  for  exporters. 

TRADE  PROMOTION  COORDINATING  COMMITTEE 

SBA  is  undertaking  a  number  of  measures  to  improve  the  delivery  of  our  export 
assistance  programs  and  substantially  increase  the  level  of  export  financing  that  we 
support.  These  efforts  grew  out  of  SBA's  participation  in  the  Trade  Promotion  Co- 
ordinating Committee  (TPCC),  which  was  established  by  statute  in  the  Export  En- 
hancement Act  of  1992  and  charged  with  recommending  ways  to  better  coordinate 
the  disparate  trade  promotion  activities  of  the  19  Federal  agencies  which  have  trade 
promotion  functions. 

In  September  1993,  the  TPCC  released  its  report  to  the  Congress,  "Toward  a  Na- 
tional E^rart  Strategy."  With  regard  to  SBA,  the  report  recommended  that  we  work 
with  the  Export-Import  Bank  of  the  United  States  (Eximbank)  to  harmonize  our  ex- 
port loan  progreuns  and  that  we  put  one-stop  shops  for  export  assistance  in  specific 
regions  in  the  United  States  "so  exporters  can  receive  all  needed  assistance  from 
one  location." 


SBA  fully  supports  the  goals  of  the  TPCC  report  and  has  been  an  active  partici- 
pant in  the  TPCC  process.  SBA  Administrator  Erskine  Bowles  is  strongly  committed 
to  the  goals  of  the  TPCC  and  we  are  convinced  that  SBA  can  play  a  vital  role  in 
seeing  that  those  goals  are  met,  particularly  as  thev  relate  to  small  business.  We 
are  very  optimistic  about  the  opportunities  for  small  businesses  in  exporting  and  we 
look  forward  to  doing  our  part  to  translate  those  objectives  into  tangible  results  for 
small  business. 

EXPORT  WORKING  CAPITAL  GUARANTEE  PROGRAM 

Since  last  fall,  SBA  has  been  working  closely  with  Eximbank  to  harmonize  our 
export  finance  program  with  theirs,  in  order  to  eliminate  overlap,  waste  or  duplica- 
tion in  our  respective  programs.  The  ultimate  goal  is  to  create  an  environment 
where  a  business  can  use  either  program,  depending  on  the  size  of  their  credit 
needs,  and  expect  essentially  the  same  credit  terms,  underwriting  standards,  and 
documentation  from  each  agency.  This  initiative  will  make  export  financing  more 
accessible  and  understandable  to  our  small  business  customers. 

SBA  is  currently  preparing  a  package  of  administrative  actions  to  overhaul  SBA's 
export  woriiing  capital  guarantee  program  (currently  referred  to  as  the  Export  Re- 
volving Line  of  Credit)  and  implement  the  harmonization  package.  The  new  Export 
Working  Capital  Guaranty  Program  will  offer  preliminary  commitments  for  export- 
ers, additional  incentives  for  lenders  who  use  the  program,  and  streamlined  forms 
and  documentation  for  both  lenders  and  exporters. 

One  of  the  most  important  changes  SBA  will  make  is  to  adopt  Eximbank's  prac- 
tice of  offering  prelimmary  commitments  (PC's)  for  exporters.  In  the  past,  SBA  has 
accepted  export  loan  applications  from  lenders  only.  In  one  sense,  this  served  a  val- 
uable screening  function,  ensuring  that  the  limited  time  of  SBA's  loan  officers  was 
devoted  to  loans  that  already  had  been  approved  by  commercial  lenders  and,  there- 
fore, were  likely  to  be  approved  for  a  guarantee.  Unfortunately,  this  raised  a  serious 
obstacle  for  many  small  exporters.  If  an  exporter  was  unable  to  find  a  bank  willing 
to  finance  an  export  transaction,  the  exporter  could  never  gain  access  to  SBA's  loan 
guarantee  programs. 

By  allowing  small  businesses  to  apply  directly,  SBA,  like  Eximbank,  will  be  able 
to  assist  more  small  businesses  with  structuring  their  export  sales.  If  structured  to 
meet  SBA  requirements,  exporters  can  obtain  an  SBA  preliminary  commitment, 
which  the  exporter  can  then  use  to  negotiate  the  most  advantageous  terms  among 
competing  banks.  With  an  SBA  preliminary  commitment,  both  the  exporter  ana 
lender  can  be  assured  that  as  long  as  the  terms  and  conditions  in  the  PC  are  met, 
SBA  will  guarantee  the  loan. 

Because  there  is  no  secondary  market  for  short-term  export  loans,  SBA  is  consid- 
ering a  number  of  measures  to  make  our  export  loan  program  more  attractive  to 
lenders.  We  are  reviewing  our  fee  and  interest  rates  policies  to  make  sure  that  lend- 
ers know  that  if  they  participate  in  the  program,  they  can  expect  a  reasonable 
return  on  their  investment. 

For  exporters,  we  are  working  to  expand  and  improve  our  delivery  system  and 
simplify  our  forms  and  documentation  to  make  sure  that  SBA's  loan  turnaround 
accommodates  the  time-sensitive  nature  of  export  transactions. 

SBA's  LEGISLATIVE  PACKAGE 

SBA  has  developed  a  legislative  package,  introduced  recently  in  the  Senate  bv 
Small  Business  Committee  Chairman  Dale  Bumpers  (S.  2060),  which,  if  enacted, 
will  help  us  deliver  a  more  effective  export  loan  program. 

Section  201  of  our  bill  would  amend  the  Small  Business  Act  to  increase  to  90  ^r- 
cent  the  maximum  guarantee  coverage  available  to  a  participating  lender  for  an  Ex- 
port Woriting  Capital  loan.  Increasing  export  loan  coverage  to  90  percent  in  all  cases 
will  make  our  program  consistent  with  Eximbank's  Working  Capital  Guarantee 
Program  as  well  as  the  export  finance  programs  of  most  States. 

Section  201  also  would  eliminate  the  present  statutory  prohibition  on  Inter- 
national Trade  Loans  (ITL's)  of  $155,000  or  less.  The  SBA  has  been  precluded  from 
financing  exporters  who  may  meet  all  the  ITL  program  criteria — but  for  the  fact 
that  the  loan  requested  is  too  small. 

Section  202  of  the  bill  would  provide  authority  for  the  SBA  to  guarantee  standby 
letters  of  credit,  which  are  a  common  feature  of  many  international  sales  contracts 
and  are  intended  to  ensure  the  performance  of  exporters  with  whom  a  foreign  buyer 
may  have  little  or  no  experience.  This  section  also  would  eliminate  the  present 
statutory  language  that  limits  export  revolving  lines  of  credit  to  3  years. 

Section  203  of  the  bill  would  eliminate  the  present  $250,000  cap  on  working  cap- 
ital loans  made  under  the  SBA's  ITL  program.  The  change  we  recommend  would 


result  in  a  much  more  flexible  program  that  is  consistent  with  the  needs  of  our 
constituency. 

U.S.  EXPORT  ASSISTANCE  CENTERS 

SBA's  role  in  the  USEAC's  is  to  help  U.S.  exporters  gain  access  to  capital  by  ofler- 
ing  flnancial  counseling  and  export  loan  guarantees.  In  addition,  SBA's  resource 
partners,  the  Small  Business  Development  Centers  (SBDC's)  and  the  Service  Corps 
of  Retired  Executives  (SCORE),  ofler  counseliim  and  technical  assistance  that  help 
new-to-export  firms  develop  into  export-ready.  By  "growing"  firms  to  become  export- 
ready,  we  expect  more  small  businesses  will  be  better  positioned  to  take  advantage 
of  the  services  offered  by  the  Department  of  Commerce  and  Eximbank. 

The  delivery  of  a  fiill  array  of  services  by  the  USEAC's  is  possible  only  through 
the  cooperation  and  support  of  public  and  private  sector  groups.  Prior  to  establish- 
ing the  first  four  USEAC's,  teams  from  the  Department  of  Commerce,  Eximbank 
and  SBA  traveled  to  the  four  target  cities.  The  teams  met  in  a  public  forum  with 
local  trade  organizations,  bankers,  State  ofiicials  and  small  businesses  to  solicit 
their  recommendations,  guidance  and  support.  Through  these  and  other  activities, 
we  hope  the  USEAC's  will  serve  as  the  impetus  to  increased  coordination  of  existing 
networks  of  private  and  public  sector  trade-related  groups. 

I  want  to  reemphasize  that  partnerships  are  the  foundation  of  the  USEAC's.  For 
example,  the  close  alliance  between  SBA  and  the  California  Export  Finance  Office 
(CEFO)  will  result  in  setting  much  higher  goals  for  export  working  capital  loans  in 
California  than  could  have  been  possible  otherwise.  In  addition,  CEFO  will  be  a 
major  asset  in  SBA's  efi'orts  to  train  finance  personnel  for  both  the  USEAC  in  Long 
Beach  and  other  SBA  district  offices. 

All  USEAC  offices  are  physically  co-located  in  buildings  that  house  other  trade 
promotion  organizations  for  even  greater  access  to  services  by  businesses.  Small  ex- 
porters will  benefit  from  the  comnined  expertise  and  strengths  of  each  individual 
agency,  now  available  at  the  four  pilot  sites. 

Prior  to  moving  to  their  new  locations,  each  of  the  center  employees  spent  2  weeks 
cross-training  in  the  programs  of  their  partner  agencies.  USEAC  employees  continue 
to  work  for  their  respective  agencies  but  report  to  the  center  manager  on  a  day-to- 
day basis. 

As  more  centers  open,  small  businesses  will  benefit  from  easier  access  to  even 
more  members  of  the  Federal  trade  promotion  agencies.  It  is  anticipated  that  these 
other  agencies  will  offer  services  from  the  USEAC's.  Currently,  SBA  and  our  part- 
ner agencies  plan  to  open  10  more  USEAC's  in  FY  1995,  and  SBA  has  requested 
that  Congress  appropriate  $3.2  million  in  funding  for  our  participation  in  these 
centers. 

The  TPCC's  goal  of  serving  business  from  a  single  location  appears  to  have  hit 
a  responsive  chord  £imong  the  business  communities  in  the  first  four  cities.  Over  the 
coming  months,  as  future  USEAC's  are  being  planned,  small  business  exporters  will 
be  asked  to  participate  in  evaluating  the  first  four  sites.  Where  appropriate,  the 
sites  will  be  altered  to  accommodate  the  needs  of  the  local  business  community.  The 
same  or  a  similar  process  will  be  repeated  for  each  of  the  future  USEAC  sites. 

Mr.  Chairman,  the  USEAC's  represent  a  tangible  response  by  the  Federal  and 
State  governments  to  meet  the  demands  of  small  business  exporters.  By  revising  our 
export  working  capital  program  and  participating  fully  in  the  USEAC's,  SBA  ex- 
pects to  become  more  eftective  at  reacning  one  of  our  most  important  goals — to  ex- 
pand employment  and  income  opportunities  for  small  business  through  increased 
exports. 

Thank  you  very  much  for  the  opportunity  to  testify  today.  I  will  be  happy  to 
answer  any  questions  you  may  have. 

Senator  Wofford.  Maria  Luisa  M.  Haley,  Director  of  the  U.S. 
Export-Import  Bank. 

STATEMENT  OF  MARIA  LUISA  M.  HALEY,  DIRECTOR,  U.S. 
EXPORT-IMPORT  BANK 

Ms.  Haley.  Thank  you,  Mr.  Chairman,  for  the  opportunity  to 
meet  with  you  to  discuss  the  export  financing  effort  of  the  Export- 
Import  Bank  of  the  United  States  for  small  business.  I  ask,  Mr. 
Chairman,  that  my  full  statement  be  included  in  the  record. 

Senator  Wofford.  It  will  be. 


Ms.  Haley.  This  hearing  is  certainly  timely.  In  the  past  few 
weeks,  we  have  announced  a  number  of  changes  in  reinventing 
Ex-Im  Bank. 

Inspired  by  the  goals  of  the  Trade  Promotion  Coordinating  Com- 
mittee, or  the  TPCC,  we  have  been  reinventing  Ex-Im  Bank  by  un- 
dertaking an  in-depth  internal  review  and  analysis  of  all  aspects 
of  the  bank's  operations,  policies  and  programs.  The  mission  of 
Ex-Im  Bank  is  simple:  Support  U.S.  jobs  by  financing  U.S.  exports. 

My  mission,  as  Director,  is  to  be  the  advocate  for  small  business 
and  to  promote  increased  small  business  exports.  You  are  right, 
Mr.  Chairman,  in  saying  that  small  business  exports  should  be  a 
priority. 

We  at  Ex-Im  Bank  have  made  improving  support  for  our  small 
business  one  of  our  four  operational  goals,  with  an  emphasis  both 
on  upgrading  the  financial  products  that  we  offer,  and  expanding 
our  accessibility  for  small  businesses. 

One  important  component  of  reinventing  Ex-Im  is  that  the  bank 
has  been  reorganized  as  one  bank.  And  the  small  business  compo- 
nent has  been  increased  and  elevated.  In  the  past,  the  small  busi- 
ness was  a  responsibility  of  only  one  division. 

Now,  the  small  business  effort  is  mainstreamed  throughout  the 
bank,  business  development,  and  export  finance  activities.  There- 
fore, small  business  is  a  bank-wide  responsibility. 

Also,  during  the  past  year,  Ex-Im  Bank  participated  in  the  inten- 
sive collaboration  which  occurred  among  the  19  Federal  agencies  in 
the  Trade  Promotion  Coordinating  Committee,  to  simulate  a 
national  export  strategy. 

As  you  know,  Mr.  Chairman,  the  TPCC's  central  goal  was  to 
make  certain  that  we  did  everything  we  could  for  small-  and  me- 
dium-sized businesses  to  export.  Ray  Vickery,  my  colleague  from 
the  Department  of  Commerce,  will,  I  am  sure,  talk  more  about  this. 

An  important  result  of  the  TPCC's  recommendations  is  the  har- 
monized Working  Capital  Guarantee  Program,  which  Ex-Im  Bank 
and  the  Small  Business  Administration  expect  to  offer  as  of 
October  1,  1994. 

Thus,  in  conjunction  with  both  President  Clinton's  national  ex- 
port strategy,  and  the  bank's  desire  to  enhance  the  utility  of  all  of 
our  financing  programs  for  small-  and  medium-sized  companies, 
Ex-Im  Bank  has  made  several  organizational,  policy  and  program 
modifications. 

The  TPCC  produced  a  set  of  actions  and  recommendations  that, 
if  properly  implemented,  will  give  a  great  boost  to  the  ability  of 
large  and  small  American  companies  to  compete  in  the  global 
marketplace. 

The  TPCC  recognizes  that  jsmall  businesses  need  counseling,  that 
small  businesses  need  information  about  opportunities  in  inter- 
national markets,  and  that  small  businesses  have  a  difficult  time 
accessing  government  export  assistance  programs. 

One  of  the  major  steps  for  improving  support  to  small  businesses 
is  the  opening  of  the  U.S.  Export  Assistance  Centers,  also  referred 
to  as  the  USEAC's,  or  one-stop  shops.  The  first  USEAC's  are  now 
operating  in  Baltimore,  Chicago,  Los  Angeles  and  Miami. 
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The  USEAC's  provide  all  Federal  export  promotion  and  trade 
finance  prognrams  in  central  locations,  including  resources  and  staff 
from  Ex-Im  Bank,  the  Department  of  Commerce  and  SBA, 

The  TPCC  is  also  able  to  help  companies  located  in  cities  and 
States  without  USEAC's.  By  telephoning  1-800-USA-TRADE, 
companies  can  obtain  information  on  export  counseling,  seminars, 
conferences,  foreign  markets,  overseas  buyers,  export  financing  and 
technical  assistance. 

One  of  the  gpreatest  difficulties  the  smaller  exporters  encounter  is 
the  inability  to  obtain  adequate  pre-export  financing  or  the 
financing  used  to  build  the  inventory  needed  to  fulfill  export 
opportunities. 

I  want  to  commend  our  partners  at  the  SBA  for  their  cooperation 
as  we  work  towards  combining  and  harmonizing  the  Ex-Im  Bank 
Working  Capital  Guarantee  Program  and  the  Small  Business 
Administration's  Export  Revolving  Line  of  Credit  or  the  ERLOC 
Program. 

To  achieve  harmonization,  SBA  will  seek  Cong^ressional  approval 
to  increase  its  program  coverage  from  85  percent  to  90  percent. 
Ex-Im  Bank  will  reduce  coverage  from  100  percent  to  90  percent. 

The  harmonization  of  these  programs  will  enable  both  agencies 
to  be  more  user-friendly,  easier  to  access  and  administer  and  allow 
for  cross  marketing  of  programs. 

The  TPCC  made  65  recommendations  designed  to  provide  addi- 
tional benefits  and  support  for  U.S.  exporters.  I  want  to  illustrate 
the  scope  of  these  recommendations  with  one  example  before  I 
comment  on  reinventing  Ex-Im  Bank. 

The  TPCC  recommended  improved  advocacy,  consistent  with 
U.S.  interests  and  objectives,  so  that  appropriate  U.S.  government 
support  will  be  provided  to  large,  as  well  as  small-  and  medium- 
sized  U.S.  firms,  as  they  face  foreigfn  competitors  who  are 
aggressively  backed  by  their  governments. 

As  a  result  of  reinventing  Ex-Im  Bank,  we  are  proposing  that  the 
most  effective  way  to  substantially  increase  pre-export  financing 
support  is  to  expand  the  role  of  financial  intermediaries  and 
increase  the  use  of  delegated  authority. 

Ex-Im  Bank  needs  to  leverage  the  marketing  and  servicing  reach 
of  the  hundreds  of  banks  that  deal  regularly  with  small  businesses. 

As  an  incentive  for  lenders  to  use  delegated  authority  and  to 
compensate  for  the  added  expenses  of  administering  these  trans- 
actions, lenders  will  receive  a  rebate  of  100  percent  on  the  facility 
fee  for  transactions  greater  than  $750,000. 

For  delegated  authority  transactions  less  than  or  equal  to 
$750,000,  lenders  will  receive  a  rebate  of  75  percent.  We  have  also 
improved  certain  guarantee  and  program  features  in  a  further 
effort  to  stimulate  commercial  bank  lending  to  small-  and  medium- 
sized  U.S.  exporters. 

To  expand  the  availability  of  pre-export  financing,  we  have  en- 
tered into  a  new  arrangement  with  the  Private  Export  Financing 
Corporation,  or  PEFCO,  so  that  qualified  exporters  who  cannot  get 
financing  from  commercial  sources,  will  be  able  to  obtain  fingincing 
through  PEFCO. 

To  provide  additional  support  for  short-term  export  credit  insur- 
ance transactions,   we  have  expanded  the  exit  threshold  of  the 
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Small  Business  and  Umbrella  insurance  policies  from  $2  million  to 
$3  million  in  export  credit  sales,  and  added  the  availability  of 
discretionary  cre^t  limits  to  the  Small  Business  policy. 

We  have  revised  the  medium  term  insurance  program  to  create 
an  improved  product,  which  will  benefit  the  smaller  exporters, 
whose  sales  often  depend  upon  the  ability  to  provide  prompt 
financing. 

President  Clinton  has  committed  the  United  States,  on  a  pilot 
program  basis,  to  a  new  and  more  aggressive  approach  to  combat- 
ing the  tied-aid  practices  of  our  foreign  competitors.  This  tied-aid 
policy  explicitly  contemplates  the  use  of  tied-aid  for  small  compa- 
nies and,  in  matching  transactions,  less  than  $1  million.  This  rep- 
resents a  first  in  a  new  form  of  support  for  small-  and  medium- 
sized  companies. 

The  Clinton  administration  is  committed  to  strengthening  the 
U.S.  economy  and  our  international  competitiveness. 

Exports  are  a  key  to  our  economic  growth,  better  jobs,  and  a  bet- 
ter standard  of  living.  Small  business  has  the  greatest  potential  for 
creating  these  jobs.  Ex-Im  Bank  has,  therefore,  revised  its  Small 
Business  Program  to  better  serve  more  small-  and  medium-sized 
companies  and  attract  a  broader  spectrum  of  lenders  into  the 
market. 

Mr.  Chairman,  it  is  my  pleasure  to  answer  any  questions  that 
you  may  have.  Thank  you. 

[The  prepared  statement  of  Ms.  Haley  follows:] 

Prepared  Statement  of  Maria  Luisa  M.  Haley,  Director,  Export-Import  Bank 

OF  the  United  States 

Mr.  Chairman,  Members  of  the  Subcommittee: 

Thank  you,  Mr.  Chairman,  for  the  opportunity  to  meet  with  you  and  the  Sub- 
committee to  discuss  the  export  financing  efForts  of  the  Export-Import  Bank  of  the 
United  States  (Ex-Im  Bank)  for  small  business. 

This  hearing  is  certainly  timely.  In  the  past  few  weeks,  we  have  announced  a 
number  of  changes  in  Ex-Im  Bank  programs,  policies,  and  organizational  structure 
aimed  at  reinventing  Ex-Im  Bank.  Spurred  by  the  goals  of  the  Trade  Promotion  Co- 
ordinating Conmiittee  (TPCC),  we  have  been  reinventing  Ex-Im  Bank  during  the 
past  year,  by  undertaking  an  rn-depth,  internal  review  and  analysis  of  all  aspects 
of  the  btuik's  operations,  policies  ana  programs. 

The  mission  of  Ex-Im  Bank  is  simple:  support  U.S.  jobs  by  financing  U.S.  exports. 
Accomplishing  that  mission  for  small  businesses  requires  dedicated  work.  Small 
businesses  often  are  not  able  to  access  trade  finance  through  commercial  sources. 
Ex-Im,  therefore,  becomes  critical.  We  have  made  improving  our  small  business  sup- 
port a  primary  goal  with  an  emphasis  both  on  upgrading  the  financial  products  that 
we  offer  and  expanding  our  accessibility  for  small  busmesses.  On  both  scores,  the 
TPCC  has  given  us  a  substantial  boost. 

One  important  component  of  reinventing  Ex-Im  is  that  the  bank  has  been  reorga- 
nized as  "one  Bank"  of  integrated  operating  units.  Small  business  is  now 
mainstreamed  throughout  the  hank's  business  development  and  export  finance 
activities  and  no  longer  marginalized  in  a  separate  group. 

Also,  during  the  past  year,  Ex-Im  Bank  participated  in  the  intensive  collaboration 
which  occurred  among  the  19  Federal  agencies  in  the  Trade  Promotion  Coordinating 
Committee  to  formulate  a  National  Export  Strategy.  The  TPCC's  central  goal  was 
to  make  certain  that  we  did  everything  we  could  for  small-  and  medium-sized  busi- 
nesses to  export.  As  a  result  of  the  TTCC's  recommendations,  U.S.  Export  Assist- 
ance Centers  (USEAC's),  or  one  stop-shops,  have  been  created  so  small-  and  me- 
dium-sized ejiporters  can  receive  all  needed  assistance  from  one  location.  Another 
result  of  the  TPCC's  recommendations  is  the  harmonized  Working  Capital  Guaran- 
tee Program  which  Ex-Im  Bank  and  the  Small  Business  Administration  (SBA) 
expect  to  offer,  beginning  October  1,  1994. 

Thus,  in  conjunction  with  both  President  Clinton's  National  Export  Strategy  and 
the  bank's  desire  to  enhance  the  utility  of  all  our  financing  programs  for  small-  and 
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medium-sized  companies,  Ex-Im  Bank  has  made  several  oi*ganizational,  policy  and 
program  modifications. 

TRADE  PROMOTION  COORDINATION  COMMITTEE  (TPCC) 

The  TPCC  produced  a  set  of  actions  and  recommendations  that,  if  properly  imple- 
mented, will  give  a  great  boost  to  the  ability  of  large  and  small  American  companies 
to  compete  in  the  global  marketplace.  The  recommendations  were  based  in  large 
part  on  discussions  with  over  1,500  private  sector  and  State  government  representa- 
tives, including  numerous  small  and  minority-owned  businesses. 

The  TPCC  recognizes  the  export  needs  of  large  corporations  as  different  from 
those  of  small  businesses  and  made  recommendations  to  meet  the  needs  of  each 
group.  Small  businesses  have  a  greater  need  for  counseling  and  information  about 
opportunities  in  international  markets.  Moreover,  small  businesses  have  a  more 
dimcult  time  accessing  government  export  assistance  programs. 

One  of  the  major  steps  for  improving  support  to  small  businesses  is  the  opening 
of  the  U.S.  Export  Assistance  Centers,  or  one-stop  shops,  in  major  U.S.  cities 
throughout  the  country.  The  goal  is  to  make  the  U.S.  government  act  like  a  trading 
company  in  support  of  small  businesses  and,  in  the  process,  create  an  export 
mentality  throughout  the  Nation. 

The  UsEAC's  provide  aU  Federal  export  promotion  and  trade  finance  programs 
in  a  central  location,  including  resources  and  staff  from  Ex-Im  Bank,  the  Depart- 
ment of  Commerce  and  the  SBA.  The  USEAC's  also  intewate  Federal  services  with 
other  local.  State,  and  private  sector  providers.  Ex-Im  Bank  staff  and  City/State 
partners  are  an  integral  part  of  the  small  business  outreach  efforts  undertaken  by 
the  new  USEAC's.  The  USEAC's  also  provide  access  to  the  National  Trade  Data 
Bank  (NTDB),  a  centralized  source  oi  international  market  research  and  other 
information  products  of  the  U.S.  government. 

Ex-Im  Bank  is  working  to  insure  the  success  of  the  USEAC's  while  continuing  to 
operate  some  of  the  Ex-Im  Bank  regional  offices.  For  the  U.S.  Export  Assistance 
Cfenter  in  Baltimore,  Washington-based  Ex-Im  staff  travel  to  Baltimore  on  an  as- 
needed  basis.  The  Ex-Im  Bank  city/State  partner  for  the  State  of  Maryland  is  also 
located  in  this  office.  In  Chicago  and  Miami,  Ex-Im  Bank  has  co-located  with  the 
Department  of  Conunerce  and  SBA.  In  Los  Angeles,  staff  from  the  Ex-Im  Bank  re- 
gional office  are  available  every  day  on  a  rotating  basis  in  the  USEAC  in  the  Long 
Beach  World  Trade  Center.  The  Ex-Im  Bank  Northeastern  and  Southwestern 
regional  offices  continue  to  operate. 

Although  the  final  number  of  USEAC's  has  yet  to  be  determined,  plans  do  call 
for  providing  cross  training,  including  trade  finance,  to  all  field  personnel  of  the  US/ 
FCS  and  SBA. 

The  TPCC  is  also  able  to  help  companies  located  in  cities  and  States  without 
USEAC's.  Companies  can  access  U.S.  government  export  assistance  through  the 
Trade  Information  Center,  located  in  the  U.S.  Department  of  Commerce  by  tele- 
phoning the  TIC  at  1/800-USA-TRADE  for  information  on  export  counseling;  semi- 
nars/conferences; foreign  maikets;  overseas  buyers;  export  financing;  and  technical 
assistance. 

As  a  result  of  the  recommendations  of  the  Trade  Promotion  Coordinating  Commit- 
tee, Ex-Im  Bank's  Working  Capital  Guarantee  Program  (WCGP)  is  being  har- 
monized with  Small  Business  Administration's  (SBA)  Export  Revolving  Line  of 
Credit  Program  (ERLOC)  in  order  to  provide  a  more  accessible,  effective  and 
efficient  service  to  small  business  exporters. 

One  of  the  greatest  difficulties  the  smaller  exporter  encounters  is  the  inability  to 
obtain  adecjuate  "pre-export  financing".  Pre-export  financing  is  short  term  financing 
used  to  build  the  rnventoiy  needed  to  ftilfiU  export  opportunities.  Both  the  SBA's 
ERLOC  and  Ex-Im  Bank's  WCG  programs  are  designed  to  induce  commercial  banks 
to  provide  this  important  financial  support. 

We  have  found  our  partners  at  the  Small  Business  Administration  most  coopera- 
tive as  we  work  towards  the  combining  of  these  two  important  programs. 

To  achieve  harmonization,  certain  changes  will  have  to  be  made  to  the  WCGP  and 
ERLOC.  Harmonization  will  demand  consistent  coverage  under  both  programs.  Ac- 
cordingly, SBA  will  be  seeking  Congressional  approval  to  increase  its  program  cov- 
erage from  85  percent  to  90  percent.  On  the  other  hand,  we  will  reduce  coverage 
from  100  percent  to  90  percent.  The  reasons  for  this  reduction  are  twofold:  increased 
delegated  authority  and  harmonization.  This  harmonization  is  expected  to  be 
completed  by  October  1,  1994,  at  which  time,  a  uniform  U.S.  government  woricing 
capital  guarantee  program  will  be  offered. 

The  harmonization  of  these  programs  will  enable  both  agencies  to  be  more  user 
friendly,  easier  to  access  and  administer  and  allow  for  cross  marketing  of  programs. 
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SBA  has  a  strong  delivery  system,  with  more  than  100  field  offices,  from  which 
smaJl  businesses  can  obtain  information  on  pre-export  financing.  Businesses  will  no 
longer  be  confused  by  overlapping  programs. 

"nie  TPCC  made  65  recommendations,  designed  to  provide  additional  benefits  and 
support  for  U.S.  exporters.  I  want  to  illustrate  the  scope  of  these  recommendations 
with  a  few  examples.  The  TPCC  recommended  improved  advocacy,  consistent  with 
U.S.  interests  and  objectives,  so  that  appropriate  U.S.  government  support  will  be 
provided  to  large  as  well  as  small-  and  medium-sized  U.S.  firms  as  they  face  foreign 
competitors  who  are  aggressively  backed  by  their  governments.  The  TPCC  also  rec- 
ommended that  State  and  Federal  agencies  greatly  enhance  and  strengthen  their 
communication  and  coordination  to  improve  and  expand  services  to  exporters.  At 
Ex-Im  Bank,  we  want  to  expand  and  improve  the  city/State  program.  Another  TPCC 
recommendation  was  to  streamline  the  collection  and  dissemination  of  commercial 
information  contained  in  the  National  Trade  Data  Bank  (NTDB).  The  NTDB,  now 
accessible  in  the  USEAC's,  has  been  designated  as  the  primary  depository  of  USG 
trade-related  information. 

RE-INVENTINA  EX-IM  BANK 

As  a  result  of  reinventing  Ex-Im  Bank,  our  in-depth  internal  program  review,  we 
are  proposing  that  the  most  effective  way  to  substantially  increase  pre-export  fi- 
nancing support  is  to  expand  the  role  of  financial  intermediaries  and  increase  their 
use  of  delegated  authority.  Ex-Im  Bank  needs  to  leverage  the  marketing  and 
servicing  reach  of  the  hundreds  of  banks  that  deal  regularly  with  small  businesses. 

We  want  to  entice  more  banks  into  participating  in  the  WCGP  and  are  offering 
incentives  to  encourage  more  banks  into  the  WCGP. 

The  Ex-Im  Bank  Board  recently  approved  the  concept  of  a  two-tiered  system  of 
delegated  authority  to  lenders,  "A  level  lenders  will  have  delegated  authority  in  an 
amount  of  up  to  $2  million  per  transaction  and  "B"  level  lenders  will  have  delegated 
authority  in  an  amount  of  up  to  $1  million  per  transaction.  The  dollar  ceilings  on 

fuaranteed  loans  under  delegated  authority  represent  an  increase  from  the  previous 
750,000  per  transaction  ceiling  limit.  In  addition,  loan  amounts  eligible  under  the 
Priority  Lender  Program  (PLP)  have  been  increased  from  $2.5  million  to  $5  million. 
Banks  with  priority  lender  status  have  a  formal  agreement  with  Ex-Im  Bank  and 
have  met  specific  PLP  requirements.  Under  the  PlP,  Ex-Im  processes  WCGP  final 
commitment  requests  from  commercial  banks  within  10  working  days. 

Delegated  authority  will  enable  small  exporters  to  receive  prompt  financing  com- 
mitments and  encourage  delegated  lenders  to  market  our  program  aggressively.  In 
effect,  we  will  become  a  wholesaler  and  the  banks  our  retailers.  To  minimize  the 
risk  of  delegated  authority  to  the  taxpayer,  we  have  reduced  the  working  capital 
guarantee  cover  to  90  percent.  Lenders  will  be  allowed  to  collateralize  their  10 
percent  portion  of  the  risK. 

As  an  incentive  for  lenders  to  use  delegated  authority  and  to  compensate  for  the 
added  expenses  of  administering  these  transactions,  lenders  will  receive  a  rebate  of 
100  percent  on  the  facility  fee  for  transactions  greater  than  $750,000  for  principal 
liabinty.  For  delegated  authority  transactions  less  than  or  equal  to  $750,000, 
lenders  will  receive  a  rebate  of  75  percent  of  the  facility  fee. 

We  have  also  improved  certain  guarantee  and  program  features  in  a  further  effort 
to  stimulate  commercial  bank  lending  to  small-  and  medium-sized  U.S.  exporters. 
The  Guarantee  Agreement  and  other  documentation  related  to  the  WCGP  will  be 
revised  to  create  a  streamlined,  less  conditional  Master  Guarantee  Agreement. 
These  revisions  are  intended  to  make  documentation  more  "user  friendly"  and  to 
better  define  lender  obligations. 

To  expand  the  availability  of  pre-export  financing,  we  have  entered  into  a  new  ar- 
rangement with  the  Private  Export  Financing  Corporation  (PEFCO),  a  consortium 
of  commercial  banks  and  other  users  of  the  bank.  PEFCO  will  be  available  to  pur- 
chase the  Ex-Im  Bank  guaranteed  portion  of  working  capital  loans  from  commercial 
lenders,  thereby  increasing  liquidity  in  the  maritet.  Moreover,  PEFCO  has  agreed 
on  a  pilot  basis  to  operate  a  "lender  of  last  resort"  program  so  that  qualified  export- 
ers who  cannot  get  financing  from  commercial  sources  will  be  able  to  financing 
through  PEFCO. 

In  addition,  Ex-Im  also  has  been  reviewing  its  Export  Credit  Insurance  programs 
for  small  business.  Presently,  approximately  three-fourths  of  all  non-bank  insureds 
are  small  businesses.  Of  the  insurance  policies  available  to  U.S.  exporters,  two  have 
been  specifically  designed  to  support  small  business  exports,  the  Small  Business  and 
Umbrella  policies.  TTiese  policies  assist  those  exporters  with  less  export  experience 
and  lower  annual  shipments.  They  have  higher  levels  of  coverage  and  numerous 
enhancements  to  meet  the  special  needs  of  the  small  business  exporter. 
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To  provide  additional  support  for  short-term  transactions,  we  have  expanded  the 
exit  threshold  of  the  Small  Business  and  Umbrella  insurance  policies  from  $2  mil- 
lion to  $3  million  in  export  credit  sales.  These  policies  give  the  smaller  exporter  the 
benefits  of  no  deductible  and  "hold  harmless"  protection  for  documentary  risk.  We 
also  have  added  the  availability  of  discretionary  credit  limits  to  the  small  business 
policy,  thereby  enabling  exporters  to  ship  goods  without  prior  Ex-Im  Bank  review. 
To  ensure  that  the  special  benefits  of  tne  policies  are  properly  targeted  to  small 
business  exporters,  we  will  require  exporters  who  exceed  the  $3  million  limit  to  exit 
the  Umbrella  and  Small  Business  policies  and  use  the  standard  Multibuyer  policy. 

With  these  revisions,  Ex-Im  Bank  is  hoping  to  reduce  the  number  of  transactions 
that  need  to  be  submitted  for  review,  and  the  number  of  credit  reports  that  export- 
ers have  to  purchase  for  these  policies,  which  can  be  costly.  These  changes  will  in- 
crease the  number  of  small  businesses  eligible  to  participate,  simplify  policy 
administration  and  reduce  costs  for  the  policyholders. 

We  have  revised  the  medium  term  insurance  program  to  create  an  improved  prod- 
uct which  will  particularly  benefit  smaller  exporters  whose  sales  often  depend  upon 
the  ability  to  provide  prompt  financing.  To  give  users  of  Ex-Im  Bank's  medium-term 
guarantee  and  insurance  program  a  more  meaningful  choice  between  the  two  pro- 
grams, we  are  offering  100  percent  cover  under  a  conditional  insurance  policy  or 
guarantee  while  continuing  to  offer  the  100  percent  unconditional  guarantee  option. 
Customers  who  want  quick  processing  who  can  accept  some  conditionality  may 
choose  a  conditional  insurance  product  that  covers  all  their  risks  and  which  we  hope 
will  permit  securitization.  On  the  other  hand,  customers  who  cannot  accept  any  con- 
ditionality may  still  choose  the  unconditional  guarantee.  We  hope  this  program  en- 
hancement will  expedite  the  processing  of  more  transactions  under  the  insurance 
program,  which  requires  less  staff  time,  and  should  free  up  staff  to  service  other 
customers. 

SMALL  BUSINESS  AND  TIED  AID 

President  Clinton  has  committed  the  United  States,  on  a  pilot  program  basis,  to 
a  new  and  more  aggressive  approach  to  combating  the  tied-aid  practices  of  our  for- 
eign competitors.  Trie  new  policy  will  focus  on  two  major  objectives:  To  create  incen- 
tives for  the  rest  of  the  world  to  stop  employing  tied  aid  as  a  trade  weapon.  We 
are  sending  a  message  that,  even  where  foreign  nations  may  be  conforming  to  the 
technical  OECD  rules,  we  will  not  allow  them  to  use  tied  aid  to  gain  a  trade  advan- 
tage. Our  second  objective  is  to  provide  support  in  response  to  competition  in 
selected  transactions  that  Have  the  potential  to  maximize  follow-on  U.S.  exports. 

In  addition,  this  tied-aid  policy  explicitly  contemplates  the  use  of  tied  aid  for  small 
companies  and  transactions.  We  will  be  giving  aaded  consideration  to  tied-aid  re- 
Quests  from  small  companies,  and  to  be  supportive  in  matching  transactions  less 
uian  $1  million.  This  represents  a  "first"  in  a  new  form  of  support  for  small-  and 
me(Uum-sized  companies. 

CONCLUSION 

The  Clinton  administration  is  committed  to  strengthening  the  U.S.  economy  and 
our  international  competitiveness.  Exports  are  a  key  to  our  economic  growth — better 
jobs  and  standard  of  living.  A  crucial  element  in  this  equation  is  providing  our  sup- 
port to  promising  small  businesses.  Small-  and  medium-sized  companies  are  respon- 
sible for  an  increasingly  larger  share  of  U.S.  exports.  The  biggest  obstacles  for  small 
business  have  been  lack  of  awareness  of  and  access  to  pre-export  working  capital 
guarantees.  Ex-Im  Bank  has  revised  its  small  business  programs  to  better  serve 
more  small-  and  medium-sized  companies  and  attract  a  broader  spectrum  of  lenders 
into  the  market. 

Senator  Wofford.  Of  course,  I  share  the  objectives  that  were 
well  stated  by  both  of  you.  So  we  are  now  exploring  how  we  can 
better  achieve  those  objectives. 

We  are  also  pleased  with  the  progress  with  the  GATT  trade  and 
tariffs.  We  have  seen  barriers  go  down. 

Have  any  barriers  by  GATT  been  erected  to  any  of  your  financing 
programs?  Do  you  anticipate  any  difficulties  under  GATT  in 
carrying  forward  any  of  these  assistance  programs? 

Ms.  Haley.  No,  Mr.  Chairman.  Ex-Im  Bank  programs  are  admis- 
sible under  the  GATT  subsidies  code,  and  there  should  not  be  any 
problems. 
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Senator  Wofford,  The  same  all  across  the  board? 

Ms.  Haley.  Yes. 

Senator  Wofford.  Good.  Just  talk  to  me  a  little  bit  more  about 
the  90  percent  guarantee  as  the  harmonizing  rule.  What  do  you 
lose  in  moving  to  90  percent? 

That  is,  will  90  percent  guaranteed  coverage  be  enough  to  attract 
banks  to  make  loans?  Do  you  anticipate  any  difficulties  as  a  result 
of  the  harmony? 

Ms.  Fisher.  I  guess  I  could  answer  that  one. 

Senator  Wofford.  Ms.  Fisher. 

Ms.  Fisher.  No.  I  do  not  anticipate  any.  In  fact,  I  was  just  in 
Maryland  yesterday.  And  MDFA  has  many  times  just  requested  50 
percent  guarantee  and  75  percent,  85. 

SBA  has  numerous  programs  that  have  other  coverage.  The 
State  program  in  California  has  90  percent — and  has  never  had 
any  problem  with  the  10  percent. 

The  banks  are  basically  looking  for  good  customers.  So  they  are 
wanting  to  join  in  this  relationship. 

Senator  Wofford.  What  were  the  difficulties  in  having  the  two 
different  rules,  85  and  100? 

Ms.  Fisher.  Well,  this  is  part  of  the  harmonization,  that  we  were 
trying  to  bring  them  together.  And,  in  the  export  field,  it  would  fit 
in  with  more  State  programs,  too,  where  we  are  issuing  co-guaran- 
tees to  bring  everybody  into  the  picture.  You  cannot  have  too  many 
people  providing  this  support  for  exporters. 

Senator  Wofford.  I  would  be  very  interested  in  anything  any 
one  of  you  has  to  offer  on  your  relationship  with  State  programs. 
At  our  field  hearing  in  Philadelphia,  we  heard  a  good  bit  of 
testimony  hailing  the  work  of  State  agencies. 

There  was  a  network  of  State  agents  in  some  areas,  in  agri- 
culture particularly,  where  the  local  agent  made  a  lot  of  difference. 
I  wonder  to  what  extent  you  are  working  closely  with  State  and  re- 
gional units  and  whether  you  are  doing  more  of  that  now  or  less. 

Ms.  Haley.  Mr.  Chairman,  at  Ex-Im  Bank,  we  have  a  program, 
which  is  the  city/State  program.  And  we  hope  to  expand  this  pro- 
gram. We  have  approximately  over  20  States  now  in  the  program. 
I  think  the  State  of  Pennsylvania  is  certainly  one  of  our  partners. 

Yes,  we  are  going  to  be  expanding  this  program.  It  is  going  to 
be  good  for  the  exporters  because  it  will  be  easier  for  them  to  use 
the  services  of  Ex-Im  Bank  via  the  State  progpram. 

Ms.  Wolfe.  As  I  said  in  my  testimony,  the  reason  Irene  Fisher 
is  here  is  because  she  runs  the  California  program,  which  is  so  ex- 
tremely successful.  And  we  are  trying  to  be  able  to  take  advantage 
of  that. 

We  have  an  agreement  with  the  California  Program  that  we  do 
co-guarantees.  We  also  do  it  with  the  States  of  Kansas  and  Mary- 
land. We  are  looking  at  all  of  the  other  States  to  see  how  we  can 
work  with  them. 

Senator  Wofford.  Would  you  tell  us  a  little  more  about  the 
California  program?  Has  the  SBA  done  new  things,  as  a  result  of 
the  information  about  that  program? 

Ms.  Wolfe.  I  would  be  very  happy  to  tell  you  about  that.  First 
of  all,  I  did  have  working  experience,  for  13  years,  with  SBA,  from 
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1972  to  about  1983.  Then  I  went  to  the  State  program,  and  they 
became  active  in  1985. 

Naturally,  with  my  background,  I  brought  a  lot  of  SBA-ism  to  the 
State  program.  And  it  has  been  very  successful.  That  is  why  I  see 
SBA  as  being  such  a  valuable  player  in  export  finance;  with  68 
offices  out  there,  and  particularly  10  regions  that  have  dedicated 
a  person  to  nothing  but  international  trade. 

What  they  have  done  is  interface  with  the  State.  Kansas  has 
been  very  active.  Minnesota  and  Washington  have  been  active  in 
the  State  program.  I  do  feel  that  we  have  to  bring  all  of  these 
people  in.  In  addition  to  that,  we  have  used  the  Small  Business 
Development  Centers  too. 

But  just  to  give  you  some  numbers  which  should  excite  you  a  lit- 
tle bit  about  what  can  be  done  if  you  are  really  focused,  the  State 
of  California  had  three  loan  officers,  and  we  covered  the  entire 
State.  We  average  now  between  8  and  10  bank  guarantees  per 
month.  And  in  the  9-year  period  we  have  been  there,  we  have  had 
less  than  1  percent  default  rate. 

Now,  we  nave  done  all  of  this  with  a  small  fund  because  we  do 
not  have  the  full  faith  and  credit  of  about  $6  million,  which  we  can 
leverage  four  times.  It  is  fiilly  utilized  at  all  times. 

That  is  why  the  co-guarantee  with  the  Small  Business  Adminis- 
tration is  so  important,  because  that  is  going  to  allow  us  a  double 
opportunity  there. 

Senator  Wofford.  The  cost  and  the  time  it  takes  for  a  business 
to  obtain  Federal  financing  assistance  for  export  came  under  fire, 
as  you  would  expect,  at  the  field  hearing. 

Is  there  any  light  you  can  shed  on  now  much  it  costs  a  small 
business  to  obtain  this  assistance  and  how  long  it  is  taking?  Are 
we  speeding  that  up?  What  can  you  report  from  the  battle  front? 

Ms.  Haley.  Mr.  Chairman,  I  do  not  have  that  figure.  But  I  will 
be  glad  to  find  out  and  give  it  to  you,  but  I  do  not  have  that  figure 
right  now,  as  far  as  costs. 

Ms.  Wolfe.  Our  Office  of  Advocacy  is  doing  a  study  on  this  exact 
thing.  And  we  would  prefer  to  give  you  the  exact  figure.  Hopefully, 
the  cost  is  coming  down,  and  the  time  is  getting  shorter. 

And  that  is  what  we  are  striving  to  do.  But  we  would  prefer  to, 
as  soon  as  we  have  this  advocacy  study,  just  give  it  to  you. 

Senator  Wofford.  We  will  be  very  interested  in  what  you  can 
give  us  on  that. 

Senator  Wofford.  Are  there  any  costs  associated  with  the 
legislative  harmonization  proposals? 

Ms.  Wolfe.  We  are  doing  everything  within  existing  resources. 
We  have  set  priorities.  One  of  our  top  priorities  is  to  reinvent  and 
expand  this  program.  And  we  are  doing  it  within  our  resources  and 
maybe  by  working  smarter. 

Senator  Wofford.  According  to  the  Trade  Promotion  Coordinat- 
ing Committee  Report,  the  proposed  harmonization  is  going  to  be 
evaluated  upon  predetermined  criteria  after  one  year. 

If  the  program  fails,  it  will  be  terminated,  as  I  recall  the  report 
stating,  and  the  Ex-Im  Bank  will  assume  all  of  the  work.  If  it  is 
successful,  the  plan  will  be  continued. 

Can  you  tell  us  a  little  more  about  those  criteria  and  how  you 
will  decide  upon  its  success  or  failure? 
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Ms.  Fisher.  Is  that  the  evaluation  of  the  actual  USEAC's?  As  I 
understand,  we  had  a  meeting  with  them  last  week,  and  they  are 
going  to  have  an  assessment,  because  most  of  them  have  only  been 
open  since  about  February  1.  And  one  was  just  formally  opened  in 
March. 

So  they  will  have  an  assessment  as  to  how  they  are  interfacing 
with  each  other,  and  how  they  are  reaching  the  public,  in  the 
learning  curve,  how  they  are  changing  these  particular  things.  The 
exact  criteria  will  be  established,  I  am  sure,  in  another  3  or  4 
months,  when  we  can  set  targets. 

Senator  Wofford.  Oh,  I  am  sorry.  We  are  talking  about  the  har- 
monization. Excuse  me.  I  want  you  to  know:  My  consultant  here  is 
named  Solomon.  I  turn  for  wisdom  in  all  directions,  to  you  and  to 
him. 

It  is  the  loan  program  particularly  that  we  were  interested  in  in- 
formation on,  not  necessarily  the  one-stop  shop.  Is  there  anything? 

Ms.  Fisher.  Yes.  As  I  understand,  beginning  October  1,  we  will 
be  in  a  trial  period  during  that  time  to  see  how  we  respond,  how 
small  business  responds  to  delivering  export  finance. 

Now,  from  my  standpoint,  it  is  going  to  be  100  percent  success- 
ful. And  I  will  tell  you  why:  Because  we  are  putting  together  a 
strong  team.  We  have  done  some  very  strong  training  already. 

We  interface  with  Ex-Im  probably  on  a  weekly,  or  bi-weekly 
basis,  at  the  least.  So  we  have  a  lot  of  input  going  forward.  We 
have  given  strong  goals  to  the  different  directors,  and  we  are 
providing  a  lot  of  hand-holding. 

So,  in  the  next  year,  I  expect  that  the  Small  Business  Adminis- 
tration will  deliver  very  well,  Ex-Im  will  be  very  pleased,  and  we 
will  go  on  our  way. 

Ms.  Haley.  I  believe,  Mr.  Chairman,  that  both  agencies  are  com- 
mitted to  making  this  work,  and  that  we  are  working  towards  that 
goal.  And  the  Chairman  of  Ex-Im  Bank  and  the  Administrator  of 
SBA  are  both  committed  to  it.  And,  therefore,  the  staff  is  100 
percent  behind  that. 

Senator  Wofford.  One  last  question  for  this  first  panel  today: 
Adequate  training  of  people  in  this  field  delivering  your  programs 
is,  of  course,  vital. 

What  steps  are  you  taking  to  involve  more  banks  in  your  pro- 
grams, especially  in  smaller  communities?  And  are  you  improving 
the  training  of  your  own  loan  officers? 

Ms.  Haley.  Yes,  Mr.  Chairman.  We  have  continued  training  pro- 
grams at  Ex-Im  Bank.  In  fact,  we  just  finished  a  4-day  training 
seminar,  as  of  2  days  ago.  And  we  are  going  to  the  field  right  now 
in  training  not  only  Ex-Im  Bank  employees,  but  USEAC  members. 
And  the  training  is  ongoing  and  increasing, 

Ms.  Wolfe.  We  have  a  comprehensive  strategic  training  plan  for 
all  of  our  people.  And  Irene  is  getting  ready  to  head  out  of  town 
for  another  session  next  week. 

Ms.  Fisher,  It  is  very  comprehensive.  And,  when  I  first  devel- 
oped it,  they  said,  "Yes,  but  we  want  to  know  how  we  are  going 
to  have  it  effected  in  the  offices." 

So  it  even  went  beyond  the  initial  training  stages.  I  call  it 
training  from  birth  to  death.  It  is  going  to  be  very  comprehensive. 
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Senator  Wofford.  Any  other  thoughts  that  you  want  to 
contribute  right  now? 

[No  response.] 

Senator  Wofford.  Thank  you  very  much  for  the  useful  testi- 
mony. And  I  would  like  to  invite  Christopher  Goldthwait  and 
Raymond  Vickery  to  Join  us. 

Mr.  Christopher  Goldthwait  is  the  Greneral  Sales  Manager  and 
Associate  Administrator  of  the  Foreign  Agricultural  Service  of  the 
U.S.  Department  of  Agriculture,  and  the  Vice  President  of  the 
Commodity  Credit  Corporation. 

Raymond  Vickery  is  Assistant  Secretary  for  Trade  Development 
at  the  Department  of  Commerce's  International  Trade  Administra- 
tion. Thank  you  very  much  for  coming. 

Christopher  Goldthwait,  if  you  would,  begin, 

STATEMENT  OF  CHRISTOPHER  E.  GOLX)THWAIT,  GENERAL 
SALES  MANAGER  AND  ASSOCLVTE  ADMINISTRATOR  OF  THE 
FOREIGN  AGRICULTURAL  SERVICE,  U.S.  DEPARTMENT  OF 
AGRICULTURE,  VICE  PRESIDENT,  COMMODITY  CREDIT 
CORPORATION 

Mr.  GrOLDTHWATT.  Thank  you  very  much,  Mr.  Chairman. 

I  very  much  appreciate  the  opportunity  to  appear  before  this 
Subcommittee  today  and  discuss  two  goals  that  are  very  much  pri- 
orities of  Secretary  Espy,  as  he  leads  us  in  reinventing  the  Depart- 
ment of  Agriculture. 

How  do  we  move  more  exports  into  foreign  markets?  How  do  we 
improve  our  services  to  small-  and  medium-sized  businesses, 
especially  those  in  rural  areas? 

With  your  permission,  I  will  ask  that  my  full  statement  appear 
in  the  record.  I  will  speak  rather  briefly  about  just  three  or  four 
critical  components  in  our  efforts. 

Senator  Wofford.  It  will  be. 

Mr.  Goldthwait.  Thank  you  very  much. 

First,  I  would  like  to  talk  just  very  briefly — and  it  hardly  needs 
underscoring — about  whv  agricultural  exports  are  so  critical  to  the 
U.S.  economy.  Obviously,  agricultural  exports,  and  particularly 
value-added  product  exports,  mean  millions  and  millions  of  jobs  in 
our  economy. 

With  respect  to  farmers,  about  one-third  of  the  crop  land  on 
which  they  produce  is  used  to  supply  exports.  Agriculture  gives  us 
an  $18-billion-a-year  balance  of  payments  surplus.  And  about  $1.44 
of  additional  economic  activity  in  the  domestic  economy  is  created 
for  every  dollar  of  agricultural  exports. 

These  are  just  a  few  of  the  key  points  which  underscore  that 
importance.  And  we  think  that  we  are  going  to  do  much  better. 

You,  yourself,  referred  to  the  recent  achievement  of  the  GATT 
agreement.  We  see  many,  many  opportunities  arising  from  that, 
because  of  the  limits  it  places  on  our  competitors'  subsidies. 

And  those  have  been  very  important,  in  particular,  in  giving 
them  an  edge  for  high-value  product  exports,  which  we  subsidize 
vejy  little. 

The  second  point  I  would  like  to  talk  about  is  outreach.  We 
already  do  an  awful  lot  in  our  department  to  try  to  reach  small- 
and  medium-sized  businesses  and  especially  those  in  rural  areas. 


19 

We  work,  as  one  of  the  other  witnesses  noted,  very,  very  closely 
with  the  State  Department  of  Agriculture  in  a  whole  host  of  ways. 
We  have  a  very  extensive  range  of  information  services  and  match- 
making services  that  we  provide  to  businesses. 

I  brought  along  a  copy  of  the  standard  package  that  describes  all 
of  the  services  that  we  provide  in  these  areas,  mainly,  trying  to 
link  buyers  and  sellers,  and  trying  to  encourage  and  help  new-to- 
market  exporters  get  involved  in  the  export  process. 

Last  year,  just  to  pick  one  example,  we  counseled  over  3,000  in- 
quiries, and  nearly  all  of  the  participants  in  these  various  services 
are  small-  and  medium-sized  businesses. 

Working  through  the  various  State  and  regional  organizations, 
and  using  the  resources  of  our  Market  Promotion  Program,  we  con- 
ducted about  40  seminars  in  38  States  and,  through  those,  reached 
an  additional  1,200  people. 

The  Market  Promotion  Program  has  800  participating  compa- 
nies. It  operates  in  100  countries  and  markets  nearly  150  different 
agricultural  products. 

If  I  could  take  another  example,  which  I  think  is  particularly 
successful,  I  would  refer  to  our  so-called  DEIP  program,  the  Dairy 
Export  Incentive  Program.  This  is  actually  a  subsidy  program,  an 
export  subsidy  program. 

It  has,  however,  had  an  unanticipated  benefit  in  drawing  many, 
many  companies  and  dairy  cooperatives  into  the  export  market. 

When  the  program  was  first  initiated  in  1991,  it  had  only  eight 
participating  companies.  Today  it  has  over  40— that  is,  in  1993, 
over  40  participated  and  over  100  are  eligible  to  participate.  And, 
again,  these  are  mainly  cooperatives  and  small  businesses. 

But,  as  your  opening  remarks  indicated,  and  I  believe  you  would 
agree,  we  do  not  think  we  are  doing  enough  in  this  regard  yet.  And 
we  want  to  do  more. 

We  want  to  continue  and  strengthen  linkages  in  a  couple  of 
directions  that  we  think  will  help  us  reach  more  businesses  and  get 
more  people  involved  in  export. 

First  of  all,  working  through  the  TPCC  process,  we  are  interested 
in  cooperating  with  all  of  the  other  agencies  that  are  represented 
here  today  and  learning  from  them. 

If  I  can  take  just  one  example  of  how  this  process  has  helped  us 
to  focus  on  the  interrelationships — the  kinds  of  things  where  \ve 
need  to  work  together,  I  would  pick  infrastructure  development  in 
many  of  the  most  rapidly  growing  so-called  emerging  markets. 

We  find  increasingly  that  it  is  not  enough  simply  to  market 
agricultural  products.  But,  in  some  of  these  countries,  for  example, 
Mexico,  we  also  need  to  help  with  the  development  of 
infrastructure. 

And  that  means  helping  U.S.  companies  that  are  providing  the 
equipment,  that  are  providing  the  technology  for  the  development 
of  the  distribution  systems  for  food  products  in  those  countries. 

We  have  also  recently  signed  a  memorandum  of  understanding 
with  SBA  for  recruitment  of  participants  in  our  trade  fairs  among 
small  businesses.  Again,  we  think  this  kind  of  linkage  helps  us 
achieve  our  common  mission. 

I  would  also  say  that,  within  our  own  department,  we  are  enthu- 
siastic about  finding  ways  of  increasing  linkages,  which  again  will 
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help  us  to  support  the  department's  goal,  our  goals,  with  respect 
to  small-  and  medium-sized  businesses  and  rural  development. 

We  think  that  there  are  ways  that  we  have  not  yet  explored 
where  we  can,  in  fact,  work  with  the  department's  own  offices  in 
States  and  counties  around  the  country  to  get  more  firms  involved 
in  the  export  effort. 

As  an  experiment,  we  are  going  to  send  ten — we  are  going  to  pick 
10  counties  where  ASCS,  the  Agricultural  Stabilization  and  Con- 
servation Service,  has  local  facilities,  because  FAS,  as  you  know, 
does  not  have  local  facilities  in  the  domestic  U.S. 

We  are  going  to  send  our  export  counselors  to  those  offices  and 
provide  seminars  and  individual  firm  counseling.  And  we  are  going 
to  see  if,  in  effect,  we  are  reaching  a  different  audience  than  we 
are  already  reaching  through  the  efforts  that  I  described,  with 
respect  to  the  State  and  regional  organizations. 

That  is  just  one  example  of  something  that  I  think  we  can  do  to 
look  at  the  kinds  of  new  tools  that  you  referred  to  in  your  opening 
remarks. 

Another  example  of  something  we  are  looking  at  is  the  credit 
area.  As  you  know,  we  have  a  rather  extensive  credit  guarantee 
program  that  we  administer.  And  it  is  one  that  operates,  as  do 
most  foreign  trade  transactions,  on  the  basis  of  letters  of  credit. 

But  we  are  beginning  to  study  whether  or  not  there  are  gaps,  if 
you  will,  in  the  liquidity  that  we  are  leaving  when  we  focus  only 
on  transactions  financed  by  letters  of  credit. 

So  we  are  setting  up  a  working  group  to  look  at  whether  or  not 
there  would  be  ways  we  could  assist  U.S.  firms  with  stretching 
their  suppliers'  credit  and  this  sort  of  thing;  again,  an  example  of 
a  new  tool  that  we  may  be  able  to  develop  in  the  future. 

I  thank  you  very  much  for  the  opportunity  to  share  a  few 
thoughts  with  you. 

Senator  Wofford.  Thank  you  very  much. 

[The  prepared  statement  of  Mr.  Goldthwait  follows:] 

Prepared  Statement  of  Christopher  Goldthwait,  General  Sales  Manager, 
Foreign  Agricultural  Service,  U.S.  Department  of  Agriculture 

Mr.  Chairman  and  Members  of  the  Subcommittee,  I  appreciate  this  opportunity 
to  discuss  our  export  assistance  eflbrts  for  small  businesses.  Today's  topic  combines 
two  of  the  top  priorities  set  by  Secretary  Mike  Espy  for  the  U.S.  Department  of  Ag- 
riculture— increasing  exports  of  U.S.  agricultural  products  and  improving  the 
economic  outlook  for  small  businesses,  particularly  those  located  in  rural  America. 

Small  businesses  are  obviously  a  growth  area  in  the  U.S.  economy.  According  to 
the  Small  Business  Administration  (SBA),  the  number  of  small  businesses  in  the 
United  States  has  increased  49  percent  since  1982.  Small  businesses  employ  over 
half  of  the  private  workforce,  contribute  over  half  of  all  sales  in  the  country,  and 
are  responsible  for  half  of  the  private  gross  domestic  product. 

importance  of  agricultural  exports 

The  Department,  through  its  Foreign  Agricultural  Service  (FAS),is  working  dili- 
gently to  help  small-scale  U.S.  producers,  processors,  and  exporters  compete  in 
world  agricultural  trade. 

Exports  of  agricultural  products  contribute  to  a  farmer's  income  and  create 
employment  both  on  and  oft  farm.  Let  me  cite  just  a  few  statistics  to  show  the  im- 
portance of  agricultural  trade  to  U.S.  farmers  and  the  economy  as  a  whole. 

Production  from  more  than  a  third  of  U.S.  cropland  is  exported.  Employment  from 
agricultural  exports  provided  903,000  jobs.  Net  agricultural  exports  contributed  $18 
billion  to  the  U.S.  trade  balance  last  year.  Finally,  while  agricultural  production  is 
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less  than  2  percent  of  the  total  economy,  agricultural  exports  are  almost  10  percent 
of  total  U.S.  exports. 

One  area  where  we  are  seeing  particularly  strong  erowlh  is  in  the  export  of  high- 
value  products.  TTiis  is  also  the  area  where  the  number  of  small  businesses  partici- 
pating in  our  programs  is  blossoming.  High-value  products  today  represent  two- 
thirds  of  total  world  agricultural  trade,  up  from  54  percent  in  1985,  and  this  share 
is  projected  to  climb  to  75  percent  by  1998.  This  is  the  growth  sector  in  world  agri- 
cultural trade — the  future  for  U.S.  agricultural  exports.  High-value  product  exports 
generate  income  for  farmers  who  produce  the  raw  materials,  as  well  as  generate 
farm  employment.  In  addition,  high-value  product  exports  also  support  thousands 
of  off-farm  jobs,  such  as  jobs  in  processing  and  shipping. 

Traditionally,  the  United  States'  strength  has  been  in  the  export  of  bulk  commod- 
ities, while  the  European  Union  dominated  the  market  for  high-value  products  by 
heavily  supporting  the  production  and  export  of  these  products.  But  the  introduction 
of  the  Targeted  Export  Assistance  Program  in  the  Food  Security  Act  of  1985,  and 
its  successor,  the  Market  Promotion  Program,  introduced  in  the  Food,  Agriculture, 
Conservation,  and  Trade  Act  of  1990,  essentially  marked  a  new  U.S.  policy  commit- 
ment to  compete  aggressively  in  this  sector.  We  now  have  a  market  development 
grogram  that  targets  over  three-quarters  of  its  resources  at  foreign  consumers  of 
igh-value  products  to  create  long-term  export  opportunities  for  U.S.  agriculture. 

FUTURE  PROSPECTS  AND  CURRENT  ACTIVITIES 

The  future  for  U.S.  agricultural  exports  will  be  made  even  brighter  with  the  im- 
plementation of  the  Uruguay  Round  Agreement  under  the  General  Agreement  on 
Tariffs  and  Trade.  Studies  suggest  that  the  increase  in  world  income  as  a  result  of 
this  agreement  could  be  as  much  as  $5  trillion  over  10  years.  This  increase  in  in- 
come will  increase  the  demand  for  agricultural  products,  particularly  for  income-sen- 
sitive, high-value  products  like  meat,  fruits,  vegetables,  and  other  specialty  crops. 
And  the  export  subsidy  limits  will  help  us  to  get  at  hidden  European  Union  process- 
ing subsidies  that  give  them  an  unfair  edge  in  the  high-value  area.  Our  market 
development  programs,  the  MPP  and  the  Cooperator  Program,  are  not  export  sub- 
sidies which  are  required  to  be  reduced  under  the  Uruguay  Round  Agreement,  and 
are,  therefore,  programs  that  may  continue  to  operate  as  in  the  past. 

The  North  American  Free  Trade  Agreement  will  help  us  increase  our  agricultural 
product  exports  as  well  by  assuring  preferential  access  for  U.S.  products  to  the  ever- 
growing markets  of  Mexico  and  Canada. 

FAS  IS  working  both  abroad  and  here  at  home  to  help  U.S.  producers  identify  and 
tap  into  the  world's  trade  in  agricultural  products.  We  have  established  priority 
maikets  for  our  products.  Examples  include  Asian  markets  such  as  Japan,  South 
Korea,  Hong  Kong,  Taiwan,  Indonesia,  Malaysia,  the  Philippines  and  Thailand; 
Middle  Eastern  markets  such  as  Saudi  Arabia  and  the  Gulf  States;  our  partners  in 
the  North  American  Free  Trade  Agreement — Canada  and  Mexico;  and  other  tradi- 
tional trading  partners  such  as  the  European  Union  and  Australia.  We  also  have 
identified  top  sales  prospects  for  each  of  these  markets.  For  example,  top  prospects 
for  the  Japanese  market  include  beef,  fruit,  and  convenience  foods  of  all  types.  For 
South  Korea  that  list  includes  beef,  processed  fruits  and  vegetables,  juices,  nuts, 
and  snack  foods. 

ASSISTANCE  FOR  SMALL  AND  NEW-TO-MARKET  COMPANIES 

Since  1992,  FAS  has  approved  the  use  of  MPP  funds  for  educational  senMnars 
targeting  small  and  economically  disadvantaged  businesses.  This  on-going  effort  is 
being  conducted  in  coordination  with  four  State  Regional  Trade  Groups — Mid-Amer- 
ica International  Agri-Trade  Council  (MLATCO),  the  Eastern  U.S.  Agricultural  and 
Food  Export  Council  (EUSAFEC),  the  Western  U.S.  Agricultural  Trade  Association 
(WUSATA)  and  the  Southern  U.S.  Trade  Association  (SUSTA).  These  groups  were 
established  to  support  FAS  efforts  to  coordinate  international  marketing  programs 
for  processed  foods  and  other  regional  agricultural  products.  These  partnerships 
comoine  the  resources  of  the  private  sector  and  State  Departments  of  Agriculture 
with  program  and  financial  resources  of  FAS  and  the  Commodity  Credit  Corporation 
(CCC)  to  expand  exports  of  U.S.  agricultural  products  and  to  educate  companies  in 
export  marketing.  Just  last  Friday,  we  announced  our  fiscal  1994  allocations  under 
the  MPP,  and  these  four  groups  will  receive  a  total  of  $13.3  million  this  fiscal  year. 

Another  aspect  of  MPP  which  I  should  mention  is  the  recent  changes  in  program 
regulations  made  by  this  administration.  Among  other  things,  these  changes  imple- 
ment the  provisions  of  the  Omnibus  Budget  Reconciliation  Act  of  1993  that  the  Sec- 
retary should  give  priority  to  small-  and  medium-sized  businesses  in  branded 
promotions. 
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Our  outreach  eflbrt  has  been  successful  in  allowing  all  segments  of  U.S.  agri- 
culture— producers,  processors,  and  transporters — to  pfirticipate  in  efforts  to  build 
export  markets  by  educating  them  about  export  opportunities,  information  sources 
and  services.  Last  year,  for  example,  the  State  Regional  Trade  Groups  conducted 
over  40  educational  seminars,  reacning  approximately  1,200  people  in  38  States.  In 
1992,  these  seminars  educated  more  than  1,300  people  from  44  States. 

The  State  Regional  Trade  Groups,  in  cooperation  with  FAS,  continue  to  recruit 
small  companies  to  the  seminars  and  to  encourage  them  to  participate  in  our  export 
assistance  programs.  As  these  companies  succeed  in  the  export  business,  they  sup- 
port local  jobs  and  add  value  to  locally  produced  raw  products.  In  total,  the  Market 
Promotion  Program  supports  the  export  efforts  of  over  800  companies,  targeting 
over  100  countries  for  sales  of  over  150  different  agricultural  products. 

USDA's  export  credit  guarantee  programs,  as  well  as  our  export  subsidy  pro- 
grams, are  open  to  businesses  of  any  size;  there  are  no  minimum  levels  for  export 
transactions.  We  actively  assist  smtul  businesses  in  using  these  programs  through 
a  number  of  outreach  efforts,  including  seminars  and  other  educational  efforts.  Most 
recently  our  emphasis  has  been  on  helping  small  businesses  learn  how  to  use  our 
export  financing  and  subsidy  programs  to  take  advantage  of  emerCT^ngmarket  op- 
portunities in  Mexico.  Under  our  Dairy  Export  Incentive  Program  (DETeP),  we  have 
worked  closely  with  the  U.S.  dairy  industry  to  encourage  participation  in  the  pro- 
gram. We  have  made  presentations  at  industry  meetings  and  conferences  and  have 
conducted  numerous  one-on-one  meetings  with  potential  participants.  As  a  result  of 
this  effort,  the  number  of  exporters  who  have  participated  in  the  program  has  grown 
from  8  in  1991  to  over  40  in  1993.  At  the  same  time,  the  number  of  exporters 
eligible  to  participate  in  the  program  has  grown  to  more  than  100  firms. 

FOrrURE  PLANS 

Let  me  conclude  by  looking  ahead.  Are  there  things  that  USDA  can  do  to  stimu- 
late more  growth  in  small  business  opportunities  as  we  execute  our  export  mission? 
We  are  seriously  examining  the  answer  to  this  question. 

An  important  upcoming  event  is  the  lepslatively  mandated  review  and  redrafting 
of  our  Long-Term  Agricultural  Strategy  (LATS).  We  will  be  drawing  on  all  parts  of 
the  Department  that  have  a  potential  contribution  to  export  growtn.  One  possible 
option  of  our  LATS  exercise  is  to  create  a  permanent  working  group  to  coordinate 
more  effectively  the  various  efforts  of  the  Department  to  draw  small,  rural  busi- 
nesses into  export  activity;  to  examine  and  pursue  reductions  in  the  obstacles  and 
bottlenecks  that  limit  agricultural  exports,  especially  from  small  producers  and 
processors;  to  examine  and  encourage  what  these  businesses  can  contribute  to  our 
export  goals,  and  as  a  mechanism  for  generating  growth  in  rural  food  and  food 
processing  industries. 

Our  work  on  our  Long-Term  Agricultural  Strategy  has  formed  the  basis  for 
USDA's  contribution  to  the  Trade  Promotion  Coordinating  Committee  (TPCC). 
USDA  is  and  will  continue  to  be  an  active  participant  in  the  TPCC. 

Also,  USDA  has  begun  a  review  of  all  oi  our  export  programs  as  we  look  forward 
to  a  new  farm  bill  in  1995.  Again,  let  me  refer  to  MPP.  We  have  convened  a  USDA 
task  force  to  examine  further  program  changes.  From  our  review  of  the  findings  of 
this  task  force,  specific  recommendations  will  be  developed  as  to  how  to  further 
strengthen  MPP. 

There  are  initiatives  of  a  different  type  that  also  have  the  potential  to  involve 
small  enterprises.  I  have  in  mind  our  GSM-102/103  Emerging  Democracies  and 
Credit  Guarantee  program  for  facilities.  The  idea  behind  this  program  is  insightful 
and  forward-looking;  that  the  CCC  could  provide  credit  guarantees  both  for  the  com- 
mercial sale  of  U.S.  agricultural  commodities  and  for  the  sale  of  equipment  to  up- 
grade facilities  to  receive,  handle,  store,  and  distribute  those  commodities  in  Emerg- 
ing Democracies.  One-stop  shopping,  so  to  speak.  Yet  none  of  us — neither  the  Con- 
gress nor  the  Department — anticipated  the  obstacles  we  would  face  in  adapting  the 
GSM-102/103  program  intended  for  agricultural  commodities — to  the  export  of  cap- 
ital goods.  This  is  a  program  with  significant  potential  benefit  for  small  businesses, 
through  increased  commodity  sales  facilitated  by  such  capital  improvements,  and 
through  the  sale  of  capital  goods  manufactured  by  America's  small  businesses. 

Finally,  there  may  be  additional  ways  FAS  can  use  its  export  expertise  to  inform 
and  interest  small  businesses  in  export  opportunities.  Through  coordination  with 
the  Extension  Service,  which  has  already  undertaken  some  activity  in  this  direction, 
and  coordination  with  the  Agricultural  Stabilization  and  Conservation  Service 
(ASCS),  we  plan  to  develop  and  implement  a  pilot  program  under  which  we  will 
send  our  experienced  staff  into  selected  rural  areas  to  hold  export  seminars  and  give 
individual  export  briefings  to  firms  interested  in  entering  the  export  arena.  We  will 
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target  10  counties  during  the  remainder  of  FY  1994  and  FY  1995.  We  will  examine 
whether  these  efforts  reach  an  essentially  different  audience  of  export-interested 
firms  in  small  communities  and  rural  areas.  We  will  examine  the  response  and  our 
success  in  helping  these  firms  get  started  exporting.  Depending  on  the  response  and 
success,  we  will  consider  allocating  funds  in  our  FY  1996  budget  to  turn  this  into 
a  regular  outreach  activity. 

In  addition  to  the  Extension  Service,  other  agencies  in  the  Department  are  work- 
ing to  help  small  businesses  compete  in  the  international  arena.  The  agencies  that 
fan  under  the  purview  of  the  Under  Secretary  for  Small  Community  and  Rural  De- 
velopment are  involved  in  helping  producers  develop  new  industrial  markets  for 
farm  and  forest  materials.  These  agencies  help  small  businesses  move  from  the  de- 
velopment stage  by  assisting  in  market  analysis  to  the  marketplace  by  providing 
credit.  We  will  also  continue  to  work  with  the  Office  of  Small  and  Disadvantaged 
Business  Utilization  to  explore  new  avenues  for  outreach  to  small  and  minority 
businesses,   and  better  ways  to  utilize  USDA   programs  to  the  benefit  of  these 

Undoubtedly,  the  remainder  of  this  hearing  will  generate  many  additional  ideas 
we  can  examine  and  undertake  to  promote  the  often  parallel  goals  of  export  develop- 
ment and  increased  participation  by  small  businesses.  USDA  welcomes  your  com- 
ments and  suggestions  and  we  look  forward  to  working  with  you,  Mr.  Chairman, 
and  the  rest  of  the  Committee  to  improve  these  programs,  to  increase  exports  of  ag- 
ricultural products,  and  to  work  towards  improving  the  prospects  for  small 
businesses  m  rural  America. 

Mr.  Chairman,  that  concludes  my  testimony.  I  would  be  happy  to  answer  any 
questions. 

Senator  Wofford.  Raymond  Vickery,  Assistant  Secretary  for 
Trade  Development,  International  Trade  Administration. 

STATEMEIVT  OF  RAYMOND  E.  VICKERY,  ASSISTANT  SEC- 
RETARY  FOR  TRADE  DEVELOPMENT,  INTERNATIONAL 
TRADE  ADMINISTRATION,  U.S.  DEPARTMENT  OF  COMMERCE 

Mr.  ViCKERY.  Thank  you  very  much,  Mr.  Chairman. 

It  is  a  pleasure  to  be  here,  particularly  from  the  Department  of 
Commerce  and  on  behalf  of  Secretary  Ronald  Brown  who,  as  you 
know,  chairs  the  Trade  Promotion  Coordinating  Committee. 

Under  his  leadership  and,  with  the  cooperation  of  19  agencies, 
we  were  able  to  produce  the  first  ever  National  Export  Strategy 
last  fall.  And,  as  has  been  referenced  previously  in  this  hearing, 
that  has  served  as  a  guiding  document  and  a  first-ever  attempt  to 
have  a  coordinated  approach  to  export  promotion. 

I  would  like  to  emphasize  that  the  ultimate  goal  of  the  National 
Export  Strategy  is  simple,  and  it  is  to  build  high-wage  jobs  by 
expanding  exports. 

It  was  undertaken  in  the  full  realization  that  small  business  is 
the  engine  of  creating  those  jobs.  Small  firms  have  always  added 
a  more  than  proportional  share  of  new  jobs,  relative  to  their 
employment  share. 

During  the  entire  1976  to  1990  period,  for  example,  small  firms 
provided  53  percent  of  total  employment  and  65  percent  of  new 
jobs.  Thus,  the  National  Export  Strategy  has  been  formulated  with 
small  business  as  a  primary  focus. 

Amd  among  the  65  recommendations  entailed  in  the  National  Ex- 
port Strategy,  there  are  recommendations  which  are  of  particular 
importance.  I  would  like  to  talk  just  for  a  moment,  if  I  might,  about 
those. 

First,  the  Trade  Information  Center:  That  has  already  been  ref- 
erenced here  this  afternoon.  At  Trade  Development,  where  I  serve 
as  Assistant  Secretary,  we  are  charged  with  running  the  Trade 
Information  Center. 
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The  National  Export  Strategy  designated  the  Trade  Information 
Center,  which  is  the  1-800-USA-TRADE  number,  as  the  single 
TPCC-wide  information  office  that  will  coordinate  specialized  non- 
agricultural  export  information. 

The  strategy  further  mandates  that  the  U.S.  government  will 
raise  awareness  of  the  Trade  Information  Center  within  the  U.S. 
business  community. 

I  am  pleased  to  report  that  these  mandates  are  being  carried  out. 
For  example,  in  fiscal  year  1993,  the  Trade  Information  Center  re- 
ceived 47,036  calls,  approximately  95  percent  of  which  were  from 
small  business. 

We  have  attempted  to  see  whether  or  not  this  service  is  satisfac- 
tory to  business,  and  have  conducted  a  survey  for  last  year,  which 
shows  an  81  percent  satisfaction  rate. 

There  has  already  been  discussion  from  Ms.  Wolfe  and  Ms.  Haley 
concerning  the  one-stop  shops,  the  U.S.  Export  Assistance  Centers. 
As  you  know,  SBA  is  a  partner  in  that,  as  is  Ex-Im  Bank. 

Of  the  four  offices,  which  have  been  opened  thus  far,  the  one  in 
Long  Beach,  CA  also  has  USAID  as  a  portion  of  the  operation,  and 
the  one  in  Baltimore  involves  the  State  of  Maryland.  The  point  is 
very  well  taken  concerning  the  role  of  State  agencies.  It  is  antici- 
pated that  an  additional  10  sites  will  be  established  by  the  year 
1995. 

Financing  is  extremely  important.  Ms.  Haley  has  addressed  that. 
I  am  pleased  to  serve  as  the  Secretary's  ex-officio  representative  to 
the  Ex-Im  Bank  Board.  And  we  are  pleased  to  work  very  closely 
in  trying  to  make  financing  more  available  and  simpler  for  small 
business. 

Advocacy  has  traditionally  been  an  activity  of  the  U.S.  govern- 
ment, which  has  been  conducted  in  a  sporadic  fashion.  We  are 
attempting,  under  the  National  Export  Strategy,  to  coordinate  the 
activities  of  TPCC  agencies  in  regard  to  advocacy. 

I  would  like  to  make  plain  that  advocacy  is  not  something  just 
for  the  large  deals,  although  we  are  very  pleased,  of  course,  with 
the  success  which  was  recently  shown  in  regard  to  the  two  trans- 
actions in  Saudi  Arabia. 

But  what  we  tried  to  do  through  the  Advocacy  Center  is  support 
the  advocacy  network,  which  is  composed  of  representatives  from 
the  19  TPCC  agencies,  and  then  get  to  the  appropriate  place  in  the 
U.S.  government  where  advocacy  should  take  place. 

It  has  already  been  mentioned,  of  course,  that  SBA  has  an 
Advocacy  Center,  And  there  are  other  such  activities. 

I  would  like  to  point  out  that,  at  Trade  Development,  we  have 
an  Industry  Sector  Advisory  Committee  on  Small  and  Minority 
Business,  ISAC-14. 

On  May  23,  we  are  conducting  a  plenary  session  for  all  of  these 
advisory  committees.  And  our  aim  is  to  make  them  better  vehicles 
for  two-way  communication,  to  be  able  to  get  the  views  of  small 
business. 

In  closing,  Mr.  Chairman,  I  would  like  to  point  out  an  experience 
that  I  have  just  had,  which  seems  to  me  to  illustrate  how  it  is  that 
the  Department  of  Commerce  can  work  with  other  agencies,  in  a 
diverse  manner,  to  help  small  business  overseas. 
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I  returned  this  morning  from  Mexico  City,  where  I  was  on  the 
program  and  opened  a  center,  in  association  with  the  Automobile 
Parts  and  Accessories  Association. 

Through  our  Market  Development  Cooperator  Program,  we  pro- 
vided a  grant  which  is  matched  by  the  Association  to  open  an  office 
there  for  enterprises  involved  in  the  after-market  sales.  These  are 
primarily  small  businesses. 

And,  in  a  country  like  Mexico,  which  has  11  million  cars  and  is 
expected  to  double  in  the  next  5  years,  but  do  not  buy  new  vehicles 
at  the  rate  at  which  we  do  in  the  United  States,  that  is  a  market 
which  is  very  ripe  for  penetration. 

In  addition  to  the  Market  Development  Cooperator  Program,  we 
conducted,  along  with  our  colleagues  at  the  U.S.  Foreign  and 
Commercial  Service,  a  matchmaker  program. 

The  Department  of  Commerce  screens  for  these  small-  and  mid- 
sized businesses  primarily,  appropriate  matches  of  Mexican 
business  persons  to  work  with. 

Then  there  was  a  seminar  and,  indeed,  an  exhibition  which  took 
place  at  the  U.S.  Business  Center  in  Mexico  City.  I  am  pleased  to 
report  that  Center  operates  as  a  hub  for  23  State  agencies  that  also 
have  offices  in  Mexico  City. 

Ex-Im  Bank  was  on  the  program  talking  about  financing.  And  we 
had  representatives  from  the  Embassy  and  from  the  U.S.  Chamber 
of  Commerce  in  Mexico  City.  I  think  that  is  an  illustration  of  how 
these  programs  can  work. 

We  believe  that  substantial  successes  have  been  obtained. 
Aeropulse,  Inc.,  for  example,  a  manufacturer  of  environmental  pro- 
tection systems  in  Pennsylvania  recently  sought  assistance  and, 
with  the  help  of  Export  Counseling,  made  two  substantial  exports 
to  Europe. 

In  regard  to  the  testimony  which  I  have  submitted  for  the  record, 
there  are  other  such  incidents.  I  am  pleased  that  the  extended 
remarks  have  been  accepted  for  the  record. 

Let  me  add  though  that  we,  at  Commerce,  and  in  the  TPCC,  re- 
alize that  there  is  still  much  to  do.  There  is,  in  some  sense,  a  dis- 
connect, in  terms  of  our  reliance  on  small  business  to  be  the 
producers  of  jobs  and  our  reliance  on  exports  to  produce  jobs. 

Yet,  when  you  look  at  the  figures,  far  too  few  small  businesses 
are  involved  in  exports.  We,  at  the  International  Trade  Administra- 
tion, have  undertaken  a  progpram  to  provide  focus,  both  by  geo- 
graphic area,  and  by  product,  to  do  further  work  on  getting  small 
business  more  fully  involved  in  the  export  trade  of  the  United 
States. 

It  seems  to  us  that  this  is  a  very  promising  area  in  which  we  can 
fulfill  the  mandate  of  the  President,  and  the  Congn^ess,  in  the  Trade 
Enhancement  Act  of  1992,  ta  produce  more  and  better  jobs  for 
Americans  through  export  trade. 

Thank  you  very  much.  I  would  be  happy  to  answer  any  questions 
you  may  have,  sir. 

[The  prepared  statement  of  Mr.  Vickery  follows:] 
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Prepared  Statement  of  Raymond  E.  Vickery,  Jr.,  Assistant  Secretary  of 
Commerce  for  Trade  Development 

EXECUTIVE  summary 

Good  afteraoon  Mr.  Chairman  and  Honorable  Members  of  the  Committee,  I  am 
pleased  to  have  this  opportunity  to  testify  before  the  Senate  Small  Business  Sub- 
committee on  Export  Expansion  and  Agricultural  Trade  Development.  This  testi- 
mony presents  the  views  of  the  Commerce  Department  regarding  export  assistance 
efforts  for  small  business,  particularly  our  export  promotion  programs. 

I  have  submitted  mv  full  statement  to  the  Committee,  which  I  would  like  to 
introduce  for  the  record.  I  would  like  to  make  a  brief  statement. 

MEXICO  CITY  TRIP 

I  just  returned  from  Mexico  City  where  I  was  honored  to  speak  at  the  opening 
of  the  Automotive  Parts  &  Accessories  Association's  new  office.  APAA  received  one 
of  the  very  first  awards  from  the  Department  of  Commerce  last  September  under 
the  auspices  of  the  Market  Development  Cooperator  Program.  This  is  an  exciting 
new  initiative  that  creates  or  enhances  public-private  partnerships  in  the  manufac- 
turing sector  of^  the  economy — partnerships  that  bring  results. 

Under  the  Cooperator  Program  umbrella.  Commerce  provides  funding  through  co- 
operative agreements  to  help  minimize  risks  inherent  in  implementing  creative  pri- 
vate sector  market  development  ideas.  The  Cooperator  Program  recognizes  that 
pooUng  Federal  and  private  resources  will  lead  to  greater  success  in  the  inter- 
national marketplace. 

NATIONAL  EXPORT  STRATEGY 

The  Market  Development  Cooperator  Program  is  one  of  the  many  Department  of 
Commerce  programs  that  impact  small  businesses  and  their  ability  to  compete 
internationally.  Under  the  leadership  of  Secretary  Brown,  the  Department  of  Com- 
merce has  acted  to  coordinate  export  promotion  throughout  the  Department  and 
with  other  interested  agencies  of  the  Federal  Government  through  the  19  agency 
Trade  Promotion  Coordinating  Committee  (TPCC). 

Perhaps  the  most  concrete  accomplishment  of  this  coordinated  approach  has  been 
the  production  of  the  first-ever  interagency  National  Export  Strategy.  The  ultimate 
goal  is  simple— to  build  high- wage  jobs  by  expanding  exports.  We  know  that  exports 
create  such  jobs  and  that  the  most  efficient  creator  of  jobs  in  this  country  is  small 
business.  Small  firms  have  always  added  a  more  than  proportional  share  of  new 
jobs  relative  to  their  employment  share.  During  the  entire  1976-1990  period,  small 
firms  provided  93  percent  of  total  employment  and  65  percent  of  new  jobs. 

Thus,  the  National  Export  Strategy  has  been  formulated  with  small  business  as 
the  primanr  focus.  Among  the  65  recommendations  detailed  in  the  National  Export 
Strategy,  the  following  recommendations  and  implementing  actions  are  of  particular 
importance  to  small  business. 

The  Trade  Information  Center 

The  National  Export  Strategy  designated  the  Trade  Information  Center  (1-800- 
USA-TRADE),  which  is  part  of  Trade  Development  at  the  Department  of  Com- 
merce, as  the  single  TPCC-wide  information  office  that  will  coordinate  specialized 
non-agricultural  export  information.  The  strategy  further  mandates  the  U.S.  govern- 
ment to  "raise  awareness  of  the  Trade  Information  Center  within  the  U.S.  business 
community."  These  mandates  are  being  carried  out.  In  fiscal  year  1993,  the  Trade 
Information  Center  received  47,036  calls,  approximately  95  percent  of  which  were 
from  small  businesses. 

U.S.  Export  Assistance  Centers 

The  National  Export  Strate©r  called  for  the  establishment  of  one-stop  shops,  now 
called  U.S.  Export  Assistance  Centers  (USEAC's),  to  improve  the  delivery  of  Federal 
export  marketing  and  trade  finance  assistance  particularly  to  the  rmall  business 
community.  To  that  end,  four  pilot  sites  were  opened  in  Baltimore,  Chicago,  Long 
Beach  and  Miami  for  business  on  January  31,  1994. 

USAEC's  streamline  export  marketing  and  trade  finance  assistance  by  integrat- 
ing in  a  single  location,  the  counselors  and  services  of  the  U.S.  and  Foreign  Com- 
mercial Service  of  the  Department  of  Commerce  (DOC/US&FCS),  the  Export-Import 
Bank  (Eximbank),  the  Small  Business  Administration  (SBA)  and,  in  Long  Beach, 
the  U.S.  Agency  for  International  Development  (USAID).  In  addition,  through  co- 
location  and  cooperation  with  local  public  and  private  export  service  partners,  the 
USEAC's  increase  the  depth  and  range  of  export  services  available  to  clients  and 
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Eromote  a  more  rational  and  integrated  deliveiy  network.  An  additional  10  sites  will 
e  established  by  the  end  of  1995. 

Financing 

In  addition  to  information  and  counseling,  financing  is  obviously  key  to  moving 
more  small  businesses  into  the  international  markets.  Kenneth  Brody,  President  of 
the  Export-Import  Bank  and  Co-Chairman  of  the  TPCC,  is  taking  the  lead  in  the 
Finance  Working  Group  of  the  TPCC.  Eximbank  is  testifying  here  today.  Commerce 
works  with  Eximbank,  SBA,  Treasury,  the  Overseas  Private  Investment  Corporation 
(OPIC),  and  the  Trade  and  Development  Agency  (TDA)  on  various  financing  matters 
affecting  small  business. 

Trade  Promotion  Events 

The  International  Trade  Administration,  in  a  cooperative  effort  among  Trade  De- 
velopment, the  U.S.  &  Foreign  Commercial  Service,  amd  International  Economic  Pol- 
icy, formulates  and  executes  various  industry-driven  trade  promotion  events.  These 
events  include  international  and  solo  trade  fairs,  trade  missions,  and  catalog  shows. 
Commerce  conducts  approximately  400  events  per  year. 

OTHER  ACTTVITIES 

ITA  has  several  programs  committed  to  helping  small  business  exporters.  In 
Trade  Development,  we  have  the  Small  Business  Program,  which  is  the  focal  point 
for  trade  issues  concerning  small  businesses  and  supports  the  Industry  Sector  Advi- 
soiy  Committee  on  Small  and  Minority  Business  (ISAC  14).  We  are  also  dedicated 
to  the  small  and  medium  enterprise  (SME)  goals  on  the  agendas  of  both  the  Asia- 
Pacific  Economic  Cooperation  and  the  Organization  of  Economic  Cooperation  and 
Development. 

ITA's  U.S.  and  Foreign  Commercial  Service  also  assists  small  businesses  in  many 
ways.  The  US&FCS  has  a  global  network  of  69  domestic  and  134  overseas  offices 
dedicated  to  helping  U.S.  firms — particularly  small-  and  medium-sized  firms — ^be- 
come successful  exporters  by  providing  high-quality  counseling  and  reasonably 
priced  products  and  services  tai^eted  to  meet  the  clients'  needs. 

ITA's  International  Economic  Policy  unit  has  country  "desk"  officers  and  several 
regional  business  information  centers  that  offer  information  and  counseling  to  small 
businesses  on  the  trade  potential  for  their  products  in  specific  countries  and  regions. 

Success  Stories 

Mr.  Chairman  I  would  like  to  share  with  you  and  the  Committee  Members  two 
success  stories  involving  small  businesses  to  which  the  Department  contributed. 
These  stories  illustrate  what  Commerce  export  enhancement  services  mean  to  small 
businesses. 

The  first  is  that  of  Aeropulse,  Inc.,  a  manufacturer  of  environmental  protection 
systems  in  Pennsylvania,  which  recently  sought  assistance  from  the  local  Commeree 
district  office.  With  the  help  of  expert  counseling,  the  company  made  two  aubstan- 
tial  exports  to  Europe. 

The  second  is  that  of  Environmental  Remediation  Technology,  a  minority-owned, 
small  business  in  Mississippi.  This  firm  produces  biodegradable  hydrocarbon 
absorbents  from  cotton  seeds  that  remove  oil  and  other  toxins  from  surfaces  and 
water.  The  company  participated  in  a  Matchmaker  oil  and  gas  delegation  to  the 
Middle  East,  a  Matchmaker  trip  to  Europe,  and  Secretary  Brown's  Business  Devel- 
opment Mission  to  Russia.  As  a  result  of^the  Commerce  assistance,  this  small  busi- 
ness expects  an  increase  in  sales  of  over  500  percent. 

But  There  is  Much  Left  to  Do 

We  have  found  over  the  years  that  many  small-  and  medium-sized  companies  do 
not  participate  in  export  related  activities  at  the  level  we  think  they  should,  thus 
missing  growth  opportunities.  The  question  then  is  why  don't  they  export?  Are  the 
characteristics  of  those  that  export  different  from  those  that  do  not  export?  Are  their 
needs  different?  The  challenge  and  the  opportunity  is  to  find  answers  to  these  ques- 
tions and  then  to  take  corrective  actions  that  will  lead  to  increased  small-  and  me- 
dium-sized business  exports.  With  your  support,  and  working  with  the  other  mem- 
bers of  the  interagency  Trade  Promotion  Coordinating  Committee  (TPCC),  I  believe 
that  the  answers  to  the  questions  {xised  above  can  be  found.  However,  we  have 
developed  a  two  part  strategy  to  optimize  our  efforts. 

The  first  part  of  this  strategy  is  geographic.  We  want  to  direct  our  energies  to- 
ward those  world  markets  in  which  Washington  could  have  the  greatest  impact,  the 
biggest  bang  for  our  buck. 
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Based  upon  £in  internal  Department  of  Commerce  study,  we  have  concluded  that 
almost  three-quarters  of  all  the  world  trade  growth  in  the  next  2  decades  is  expected 
to  come  from  the  developing  countries  which  number  more  than  100.  But  a  small 
core  of  those  LDC's,  the  biggest  of  them,  just  10  economies,  is  likely  to  account  for 
more  than  half  of  that  growth.  They  are:  China,  Indonesia,  India,  South  Korea, 
Mexico,  Argentina,  Brazil,  South  Africa,  Poland,  and  Turkey.  The  list  can  be  de- 
bated, of  course,  and  the  truth  is  that  we  continue  to  refine  it — and  will  always  be 
reevaluating  it.  This  geographic  strategy  will  assist  small  businesses  in  allocating 
their  resources  to  the  markets  with  theoest  prospects. 

The  second  part  of  this  strategy  is  sectoral.  Opportunities  for  SME's  abound  in 
many  sectors  of  our  economy.  Environmental  technologies,  packaged  software  indus- 
tries, telecommunications,  iust  to  name  a  few.  Even  industries  like  aerospace  and 
autos,  which  are  traditionally  perceived  as  big  company  industries,  are  in  fact  made 
up  of  thousands  of  small  firms. 

In  Trade  Development  we  have  undertaken  actions  which  will  help  us  to  deter- 
mine the  specific  needs  of  small  businesses  in  each  of  these  sectors  and  to  tailor 
export  assistance  programs  to  address  those  needs  as  a  result. 

CONCLUSION 

Mr.  Chairman,  and  Members  of  the  Committee,  I  thank  you  for  the  opportunity 
to  appear  before  your  Committee  and  discuss  Commerce  programs  to  assist  small 
businesses  in  exporting.  The  Commerce  Department  has  many  programs  that  assist 
businesses,  many  which  focus  on  small  businesses  and  their  needs.  We  recognize 
that  we  can  do  more  and  believe  that  our  approach  to  defining  these  needs  will 
allow  a  more  effective  use  of  our  resources  and  provide  the  best  pay-off  for  small 
businesses. 

Many  components  of  the  Department  of  Conunerce  have  programs  that  impact 
small  businesses  and  their  ability  to  compete  internationally.  These  components  in- 
clude the  International  Trade  Administration,  to  which  I  belong,  the  Technology  Ad- 
ministration and  especially  its  National  Institute  of  Standards  and  Technology,  the 
Bureau  of  Export  Administration,  and  the  Minority  Business  Development  Adminis- 
tration. Furthermore,  many  of  Commerce's  export  expansion  activities  are  closely  re- 
lated to  those  of  other  agencies.  The  presence  of  my  colleagues  from  the  Small  Busi- 
ness Administration,  the  Eximbank,  and  other  agencies  attests  to  this  fact. 

Under  the  leadership  of  Secretary  Brown,  the  Department  of  Commerce  has  acted 
to  coordinate  export  promotion  throughout  the  Department  and  with  other 
interested  agencies  of  the  Federal  Government. 

Perhaps  the  most  concrete  accomplishment  of  this  coordinated  approach  has  been 
the  proauction  of  the  first-ever  interagency  National  Export  Strategy.  Pursuant  to 
the  President's  direction  and  the  Congressional  mandate  in  the  Export  Enhance- 
ment Act  of  1992,  Secretary  Brown  chairs  the  19-agency  Trade  Promotion  Coordi- 
nating Committee.  Last  fall  the  TPCC  produced  a  strategy  to  provide  cohesiveness 
and  direction  to  America's  export  expansion  efforts.  The  ultimate  goal  is  simple — 
to  build  good,  high-wage  iobs  by  expanding  exports.  As  the  President  has  said.  The 
most  important  family  policy,  urban  policy,  labor  policy,  minority  policy,  and  foreign 

eolicy  America  can  have  is  an  expanding,  entrepreneurial  economy  of  high  wage, 
igh  skill  jobs."  We  know  that  exports  create  such  iobs. 

Approximately  60  percent  of  the  growth  of  the  U.S.  gross  domestic  product  during 
the  period  1988-1992  was  attributable  to  exports.  Total  exports  of  goods  and  serv- 
ices supported  10.5  million  jobs  in  1992.  Expanding  U.S.  exports  is  also  key  to  rais- 
ing incomes  of  U.S.  workers.  Export-related  jobs,  on  average,  pay  17  percent  more 
than  do  other  American  jobs.  Thus,  increased  exports  are  a  fundamental  component 
of  building  jobs  for  Americans,  both  on  a  quantitative  and  qualitative  basis. 

We  also  know  that  the  most  efficient  creator  of  jobs  in  this  country  is  small  busi- 
ness. Small  firms  have  always  added  a  more  than  proportional  share  of  new  jobs 
relative  to  their  employment  share.  During  the  entire  1976-1990  period,  small  firms 
provided  £3  percent  of  total  emplojTnent  and  65  percent  of  net  new  jobs.  Most  re- 
cently, between  December  1992  and  December  1993,  employment  in  sraall-business- 
dominated  industries  increased  3.2  percent,  generating  1.3  million  new  jobs.  During 
the  1990-1991  recession,  small  firms  helped  stabilize  the  economy  by  generating 
jobs  in  the  service  sector.  Overall,  small  businesses  provide  about  67  percent  of  ini- 
tial job  opportunities  and  are  responsible  for  most  of  the  initial  on-the-job  training 
in  basic  slcills. 

Thus,  the  National  Export  Strategy  has  been  formulated  with  small  business  as 
a  primary  focus.  Among  the  65  recommendations  detailed  in  the  National  Export 
Strategy,  the  following  recommendations  and  implementing  actions  are  of  particular 
importance  to  small  business. 
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The  TVade  Information  Center 

The  National  Export  Strategy  designated  the  Trade  Information  Center  (1-800- 
USA-TRADE),  which  is  part  of  Trade  Development  at  the  Department  of  Com- 
merce, as  the  single  TPCC-wide  information  omce  that  will  coordinate  specialized 
non-agricultural  export  information.  The  strategy  further  mandates  the  U.S. 
Government  to  "raise  awareness  of  the  Trade  Information  Center  within  the  U.S. 
business  community."  These  mandates  are  being  carried  out. 

The  Trade  Information  Center  received  47,0^6  calls  in  fiscal  year  1993.  Approxi- 
mately 95  percent  of  all  callers  to  the  Trade  Information  Center  are  from  small 
businesses  (those  companies  with  under  600  employees). 

According  to  a  September  1993  Quality  Assurance  Survey  conducted  by  the  TIC, 
approximately  55  percent  of  all  callers  to  the  TIC  employed  1-10  employees;  24  per- 
cent employed  11-50  employees;  and  17  percent  employed  51-600  employees. 
According  to  the  same  survey,  approximately  38  percent  of  the  callers  to  the  TIC 
were  manufacturers;  29  percent  were  export  traoing  companies;  17  percent  were 
distributors;  and  15  percent  were  consultants/lawyers. 

The  figures  listed  below  are  from  callers  to  the  TIC  sf)ecifying  that  they  were 
interested  in  exporting  to  a  particular  region. 


(k)untry 


Number  of 
calls 


Mexico  

Latin  America 

Western  Europe  

Mid/Near  East/SE  Asia 

China/Asia 

Newly  Independent  States 

Canada  

Eastern  Europe 

Africa 

Australia/New  Zealand 

Japan 


•1.715 
1,600 
1,276 
944 
745 
703 
546 
540 
418 
340 
316 


*Calls  regarding  Mexico  have  significantly  increased  in  1994  due  to  the  passage  of  the  NAFTA. 

Surveys  have  shown  that  one  of  the  diief  needs  of  small  businesses  in  expanding 
exports  is  for  accurate  up-to-date  information.  The  Trade  Information  Center  uses 
a  variety  of  Commerce  programs  and  referral  sources  to  alert  and  inform  small  busi- 
ness in  this  regard.  Some  of  these  programs  and  sources  are  as  follows: 

Economic  Bulletin  Board. — ^This  personal  computer-based  electronic  bulletin  board 
can  be  used  as  an  online  source  for  trade  leads  as  well  as  for  the  latest  statistical 
releases  from  Federal  agencies.  Subscribers  pay  a  small  annual  registration  fee.  Call 
(202)  482-1986  or  fax  (202)  482-2164. 

Economic  Bulletin  Board/Fax. — ^A  companys  fax  machine  can  be  used  to  receive 
trade  leads  and  the  latest  trade  and  economic  information  from  the  Federal  Govern- 
ment. No  subscription  fees  are  required.  Access  EBB/FAX  by  dialing  1-900-RUN- 
A-FAX  from  a  fax  machine.  The  diarge  is  $0.65/minute. 

National  Trade  Data  Bank. — IBM-compatible  personal  computers  equipped  with 
a  CD-ROM  reader  can  access  over  100,000  trade-related  government  documents. 
The  NTDB  is  updated  each  month  and  can  be  purchased  for  $35  per  monthly  issue 
or  $360  for  a  12-month  subscription.  The  NTDB  is  also  available  at  over  800  Federal 
depository  libraries  nationwide.  To  order,  call  (202)  482-1986  or  fax  (202)  482-2164. 

Trade  Opportunities  Program.. — TOP  provides  companies  with  current  sales  leads 
from  international  firms  seeking  to  buy  or  represent  their  products  or  services.  TOP 
leads  are  printed  daily  in  leading  commercial  newspapers  and  are  also  distributed 
electronically  via  the  Economic  Bulletin  Board  (EBB).  Call  (202)  482-1986  or  fax 
(202)  482-2164. 

Business  Statistics. — The  Trade  Reference  Room,  open  to  the  public,  specializes  in 
recent  trade  and  economic  data  for  the  United  States  and  its  trading  partners.  For 
further  information  on  U.S.  data,  call  (202)  482-2185;  for  foreign  data,  call  (202) 
482-^*855;  or  visit  room  2233  in  the  main  Commerce  Department  Building  at  14th 
Street  and  Constitution  Avenue,  NW.,  in  Washington,  DC. 

Major  Projects  Reference  Room. — This  public  reference  room  maintains  documents 
on  international  major  projects,  including  those  funded  by  the  multilateral  develop- 
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ment  btmks.  Information  is  available  on  contracts  for  procurement,  design,  training, 
management  advisory,  and  other  services  that  may  be  funded  under  a  project  loan. 
For  further  information,  call  (202)  482-4876  or  visit  room  4876  in  the  main 
Commerce  building. 

Commercial  News  USA. — This  10-times  yearly  catalog  magazine  promotes  U.S. 
products  and  services  to  overseas  markets.  Commercial  News  USA  is  disseminated 
in  paper  copy  to  125,000  business  readers  in  155  countries  and  to  more  than 
130,000  private  sector  and  foreign  government  electronic  bulletin  board  users  in  18 
countries.  Selected  portions  are  also  reprinted  in  newsletters  that  are  tailored  in 
content  and  language  to  the  individual  country  and  distributed  to  potential  buyers, 
agents,  American  Chambers  of  Commerce  abroad,  and  other  multipliers.  U.S.  firms 
can  have  their  products  or  services  highlighted  for  a  fee  that  varies  by  the  size  of 
the  Usting.  Call  1-800-USA-TRADE. 

Agent /Distributor  Service. — A  customized  search  helps  identify  agents,  distribu- 
tors, and  foreign  representatives  for  U.S.  firms  based  on  the  foreign  companies'  ex- 
amination of  U.S.  product  literature.  A  fee  of  $250  per  country  is  charged.  Call  1- 
800-USA-TRADE. 

Customized  Sales  Survey. — This  custom-tailored  research  service  provides  firms 
with  specific  information  on  marketing  and  foreign  representation  for  their  individ- 
ual products  in  selected  countries.  Interviews  or  surveys  are  conducted  to  determine 
overall  marketability  of  the  product,  key  competitors,  price  of  comparable  prod.ucts, 
customary  distribution  and  promotion  practices,  trade  barriers,  possible  business 
partners,  and  applicable  trade  events.  Fees  for  CSS  surveys  vary  from  $500  to 
$4,000  per  country.  Call  1-800-USA-TRADE. 

World  Traders  Data  Report. — For  $100,  an  exporter  can  obtain  information  on  the 
reputation,  reliability,  and  financial  status  of  a  prospective  trading  partner  along 
with  recommendation  from  commercial  officers  at  the  U.S.  Embassy  as  to  the  suit- 
ability of  the  company  as  a  trading  partner.  Call  1-800-USA-TRADE. 

Gold  Key  Service. — Offered  by  many  U.S.  embassies  and  consulates,  this  is  a  cus- 
tom service  for  U.S.  firms  planning  to  visit  a  country.  It  combines  market  research, 
assistance  in  developing  sound  market  strategy,  orientation  briefing,  introductions 
to  potential  partners,  interpreters  for  meetings,  and  effective  follow-up  planning. 
The  fee  varies.  Call  1-800-USA-TRADE. 

Export  Contact  List  Service. — This  database  retrieval  service  provides  U.S.  export- 
ers with  information  on  foreign  firms  interested  in  importing  U.S.  goods  and  serv- 
ices. Similar  information  on  U.S.  exporters  is  also  provided  to  foreign  firms  seeking 
U.S.  sujjpliers.  Names  are  collected  and  maintained  by  District  Offices  and  overseas 
posts.  Call  1-^00-USA-TRADE. 

U.S.  Export  Assistance  Centers 

The  Export  Enhancement  Act  of  1992,  the  General  Accounting  Office  and  the 
Trade  Promotion  Coordinating  Committee  (TPCC)  in  its  National  Export  Strategy 
called  for  the  establishment  of  one-stop  shops,  now  called  U.S.  Export  Assistance 
Centers  (USEAC's).  The  purpose  of  these  centers  is  to  improve  the  delivery  of  Fed- 
eral export  marketing  and  trade  finance  assistance  particularly  to  the  small  busi- 
ness community.  To  that  end,  four  pilot  sites  were  opened  in  Baltimore,  Chicago, 
Long  Beach  and  Miami  for  business  on  January  31,  1994. 

USAEC's  streamline  export  marketing  and  trade  finance  assistance  by  integrat- 
ing, in  a  single  location,  tne  counselors  and  services  of  the  U.S.  <ind  Foreign  Com- 
mercial Service  of  the  Department  of  Commerce  (DOC/US&FCS),  the  Export-Import 
Bank  (Eximbank),  the  Small  Business  Administration  (SBA)  and,  in  Long  Beach, 
the  U.S.  Agency  for  International  Development  (USAID).  In  addition,  through  co- 
location  and  cooperation  with  local  public  and  private  export  service  partners,  the 
USEAC's  increase  the  depth  and  range  of  export  services  available  to  clients  and 
promote  a  more  rational  and  integrated  delivery  network. 

ITA  has  developed  a  two-tiered  methodology  for  the  selection  of  future  USEAC 
sites  based  on  both  quantitative  and  qualitative  criteria.  Quantitative  criteria, 
which  include  volume  of  exports,  number  of  manufacturing  establishments  and 
number  of  service  establishments,  have  been  incorporated  into  a  resource  allocation 
model  in  order  to  identify,  first,  the  States,  and  second,  the  cities  which  hold  the 
greatest  export  potential.  While  the  quantitative  methodology  provides  us  with  an 
objective  ranking  of  sites  based  on  export  potential,  qualitative  factors  such  as  the 
existence  of  traae  infrastructure  (e.g.  ports),  the  opportunity  to  leverage  resources 
with  State,  local,  and  private  partners  and  the  presence  of  DOC,  SBA,  and 
Eximbank  offices  in  the  region  will  adjust  the  ranking  to  reflect  cost  and  service 
efficiencies. 

The  next  step  in  the  selection  process  involves  the  evaluation  of  the  four  pilot 
sites.  We  will  evaluate  the  operation  of  the  pilots  against  the  strategic  plans  devel- 
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oped  by  each  site,  the  TPCC  principles  of  resource  management  and  client  service, 
quantitative  performance  measures  and  client  surveys  to  ensure  customer  satisfac- 
tion. We  will  use  the  insight  gained  from  the  pilot  programs  to  help  determine  the 
placement  and  design  of  the  next  USEAC's. 

The  selection  and  implementation  of  the  next  10  sites  will  follow  the  schedule 
established  in  the  1993  TPCC  Report  which  states  that  "the  Committee  aims  to 
identify  10  new  sites  by  June  1994  and  establish  them  in  CY  1995." 

Financing 

In  addition  to  information  and  counseling,  financing  is  obviously  key  to  moving 
more  small  businesses  into  international  markets.  Kenneth  Brody,  President  of  the 
Export-Import  Bank  and  Co-Chairman  of  the  TPCC,  is  taking  the  lead  in  the  Fi- 
nance Working  Group  of  the  TPCC.  Eximbank  is  testifying  here  today.  Commerce 
works  with  Eximbank,  SBA,  Treasury,  the  Overseas  Private  Investment  Corporation 
(OPIC),  and  the  Trade  and  Development  Agency  (TDA)  on  financing  matters 
affecting  small  business. 

Within  the  TPCC,  ITA  supix)rted  the  Small  Business  Administration  in  their 
efforts  to  harmonize  the  USG  Working  Capital  Guarantee  (WCG)  product  with 
Eximbank.  We  encouraged  Eximbank  to  increase  capital  availability  for  the  WCG 

grogram  through  tapping  the  capital  markets.  Eximoank  is  now  woricing  with  the 
rivate  Export  Funding  Company  (PEFCO)  to  develop  a  program  to  provide  liquid- 
ity for  WCG  loans  made  by  commercial  banks  and  to  act  as  a  lender  of  last  resort 
for  unfunded  preliminary  commitments. 

ITA  also  supports  the  Cabinet-level  Interagency  Group  on  Countertrade,  partici- 
pates in  the  work  of  the  National  Advisory  Council  on  International  Monetary  and 
Financial  Policy,  represents  the  Secretary  on  the  Trade  Finance  Working  Group  of 
the  Trade  Promotion  Coordinating  Committee  (TPCC),  and  supports  the  Depart- 
ment's representation  on  the  Eximbank  and  the  Overseas  Private  Investment  Cor- 
poration boards.  Besides  providing  direct  advice  and  assistance  to  financial  institu- 
tions on  foreign  maricets,  ITA  also  represents  the  interests  of  the  insurance  industry 
and  other  financial  service  firms  in  developing  trade  policy  and  participating  in 
trade  negotiations. 

Further,  let  me  outline  other  examples  of  the  work  we  have  done  and  are  doing 
that  is  especially  important  for  small  business. 

AXCAF. — ITA  was  instrumental  in  helping  the  Banker's  Association  for  Foreign 
Trade  develop  its  AXCAP  (Access  to  Export  Capital)  program.  This  successful  pro- 
gram links  up  exporters  seeking  trade  finance  assistance  with  banks  that  provide 
trade  finance  services.  AXCAP  also  provides  information  on  some  environmental 
projects  overseas  and  on  the  services  offered  by  government  export  credit  agencies. 
This  program  is  especially  useful  for  small  exporters. 

ITA  helped  develop  the  bank  registration  form  that  proved  key  to  the  success  of 
the  program;  it  promoted  the  AXCAP  concept  to  the  Economic  Development  Admin- 
istration, another  agency  of  the  Commerce  Department,  which  supplied  critical 
funding,  and  it  continually  informs  exporters  ana  bankers  about  the  advantages  of 

Trade  Missions,  Trade  Fairs,  and  Catalog  Shows 

The  International  Trade  Administration,  in  a  cooperative  effort  among  Trade  De- 
velopment, the  U.S.  &  Foreign  Commercial  Service,  and  International  Economic  Pol- 
icy, formulates  and  executes  various  industry-driven  trade  promotion  events.  These 
events  include  international  and  solo  trade  fairs,  trade  missions,  and  catalog  shows. 
Commerce  conducts  approximately  400  events  per  year. 

Trade  Missions. — ftt)vide  participants  from  specific  industry  or  service  sectors 
with  detailed  marketing  information,  advanced  planning  and  publicity,  logistical 
support,  appointments  with  potential  buyers,  government  ofTiciafs  and  other  essen- 
tial contacts.  In  FY  1993  ITA  conducted  36  trade  missions  with  601  participating 
firms. 

Catalog  Shows. — Are  especially  valuable  to  small  firms  who  cannot  afford  exten- 
sive overseas  travel.  This  is  a  low-cost,  low-risk  service  which  helps  generate  signifi- 
cant trade  leads  and  market  exposure^  Using  the  resources  of  U.S.  Embassies  and 
consulates  worldwide,  product  catalogs  and  videos  are  shown  by  the  Department 
employees  to  potential  agents,  distributors  and  buyers  in  selected  markets.  Over 
1,100  U.S.  firms  participated  in  catalog  shows  last  year. 

Trade  Fairs. — Offer  small  businesses  an  opportunity  to  exhibit  their  goods  and 
services  to  various  markets  around  the  world.  These  firms  receive  logistical  support 
from  the  Department  and  benefit  from  the  extensive  overseas  market  promotional 
campaign  to  attract  the  appropriate  business  audiences.  A  total  of  over  2,000  firms 
participated  in  87  trade  fairs  in  FY  1993. 
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Small  Business  Program  and  Small  Business  Advisory  Committee 

ITA's  Small  Business  Program. — Is  the  focal  point  for  trade  issues  concerning 
small  businesses.  In  addition  to  coordinating  program  development  from  a  small 
business  perspective,  the  Small  Business  Program  Coordinator  also  ensures  that 
small  business  issues  are  factored  into  trade  policy  decisions.  The  Coordinator  pro- 
vides staff  support  to  the  Industry  Sector  Advisory  Committee  on  Small  end  Minor- 
ity Business  (ISAC  14),  which  provides  advice  to  the  government  on  small  business 
needs  in  trade  policy  and  programs. 

Small  businesses  can  take  advantage  of  ITA's  many  export  counseling  services, 
which  are  offered  in  domestic  and  overseas  offices.  Product  or  service-specific  infor- 
mation is  available  on  trade  opportunities  and  obstacles.  ITA  also  can  furnish  infor- 
mation on  the  trade  potential  for  U.S.  products  and  services  in  specific  countries. 
Small  businesses  can  incorporate  this  knowledge  into  their  own  marketing  efforts. 
Various  programs  offered  by  ITA's  US&FCS  are  described  in  the  sections  below  as 
a  group. 

Industry  Sector  Advisory  Committee  on  Small  and  Minority  Business  (ISAC  14) 

Small  and  minority  businesses  have  a  voice  in  trade  negotiations  and  formulating 
U.S.  trade  policy  through  the  Industry  Sector  Advisory  Committee  on  Small  and  Mi- 
nority Business  for  Trade  Policy  Matters.  Sm.all  business  exporters  often  have  a  dif- 
ferent perspective  on  trade  problems.  The  Advisory  Conunittee's  advice  keeps  the 
Department  of  Commerce's  work  relevant  to  the  real  export  problems  small  busi- 
nesses experience.  This  is  the  only  trade  advisory  committee  to  the  U.S.  government 
exclusively  on  small  and  minority  business  concerns.  The  Committee  provides  advice 
on  a  broad  range  of  trade  policy  issues  and  initiatives  undertaken  by  the  adminis- 
tration, including  the  GATT  Uruguay  Round,  China  market  access,  trade  with 
Japan,  and  trade  with  the  newly  independent  States  of  the  former  Soviet  Union  and 
Eastern  Europe.  Members  worked  closely  with  trade  negotiators  on  the  North  Amer- 
ican Free  Trade  Agreement  (NAFTA)  and  submitted  a  report  in  favor  of  NAFTA  to 
the  President  and  the  Congress. 

This  committee  is  part  of  the  advisory  committee  program  on  trade  policy  matters 
jointly  sponsored  by  the  U.S.  Department  of  Commerce  and  the  Ofiice  of  the  U.S. 
Trade  Representative.  Congress  established  this  private  sector  advisory  committee 
system  to  ensure  that  U.S.  trade  policy  and  trade  negotiation  objectives  adequately 
reflect  U.S.  commercial  and  economic  interests.  In  addition  to  LSAC  14,  there  are 
16  Industry  Sector  Advisory  Committees,  and  3  Industry  Functional  Advisory  Com- 
mittees on  matters  of  customs,  standards,  and  intellectual  property  rights.  We  seek 
adequate  representation  of  small  businesses  in  each  of  these  committees. 

ISAC  14  initiated  the  Department  of  Commerce  Comparison  Shopping  Service 
program.  Today  this  service  is  called  the  Customized  Sales  Survey,  which  offers  a 
quick  assessment  of  how  a  specific  product  will  sell  in  a  given  foreign  market  and 
identifies  qualified  businesses  most  likely  to  represent  or  purchase  the  product.  It 
is  available  in  Commerce  ITA  District  Offices  and  most  U.S.  Embassies  and 
consulates  for  a  fee. 

Commerce's  Office  of  Export  Trading  Company  Affairs 

Exporting  entails  special  risks  and  difficulties  that  particularly  impact  small-  and 
medium-sized  businesses.  For  example,  small-  and  medium-sized  businesses  do  not 
have  the  economies  of  scale  to  permit  them,  in  a  cost  efTective  manner,  to  develop 
foreign  markets,  to  accept  the  higher  risks  associated  with  exports,  and  to  meet 
large  orders.  Additional  costs  are  also  required  to  develop  expertise  in  the  areas  of 
export-import  regulations  and  special  aspects  of  insurance,  trade  documentation  and 
trade  finance. 

The  Office  of  Export  Trading  Company  Affairs  addresses  these  issues  by  providing 
a  means  for  small-  and  medium-sized  businesses  to  effectively  aggregate  their  ex- 
port activities  to  enjoy  some  of  the  same  advantages  of  economies  of  scale  of  larger 
businesses  by  promoting  the  use  of  trade  intermediaries — export  trading  companies 
and  export  management  companies.  These  companies  provide  U.S.  companies  with 
a  wide  array  of  export  facilitation  services  (such  as  market  research,  appointing 
overseas  distributors,  advertising,  and  shipping).  Export  intermediaries  make  mar- 
keting and  other  resources  immediately  available  that  otherwise  might  take  years 
for  a  smaller  firm  to  develop  on  its  own;  therefore,  even  firms  that  are  not  "export 
ready"  can  export — through  these  companies. 

In  addition,  the  Office  administers  a  program  that  fosters  U.S.  trade  with  complex 
and  emerging  markets  by  making  it  possible  for  U.S.  companies  to  establish  a  pres- 
ence in  such  locations  through  business  consortia.  The  "Consortia  of  American  Busi- 
nesses Program"  fosters  the  formation  of  U.S.  business  consortia  that  establish  of- 
fices in  selected  overseas  markets  to  represent  the  commercial  interests  of  member 
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firms,  primarily  small-  and  medium-sized  companies.  Commerce  provides  awards 
(up  to  $500,000  to  be  matched  by  awardees)  to  help  defray  the  cost  of  establishing 
and  operating  consortia  trade  offices.  The  commercial  offices  are  staffed  with  indus- 
try specialists  who  provide  consortia  members  with  export  trade  facilitation  services 
taUored  to  meet  the  needs  of  small  businesses.  Typically  organized  along  industry 
lines,  the  consortia  operations  are  especially  beneficial  to  small  companies  inter- 
ested in  gaining  a  competitive  edge  in  emereing  and  complex  markets  (e.g.,  5  in 
Eastern  Europe  and  9  in  the  Newly  Independent  States).  The  current  14  awardees 
represent  the  commercial  interests  of  hundreds  of  U.S.  firms.  Three  additional 
awards  will  be  made  this  year. 

The  Office's  "Export  Trade  Certificate  of  Review  Program"  provides  significant 
antitrust  protection  to  U.S.  firms  interested  in  conducting  joint  export  activities. 
This  protection  allows  U.S.  firms  to  coordinate  their  export  activities  (e.g.,  allocation 
of  export  markets  and  sales  to  avoid  rivalry;  joint  bidding  to  obtain  large  volume 
and  long-term  contracts;  coordination  of  export  prices;  cost  sharing  on  developing 
distribution  networks,  marketing  and  promotion;  consolidation  of  export  shipments 
to  reduce  transportation  costs;  snaring  commercial  intelligence;  and  joint  operation 
of  overseas  warehouse  and  maintenance  outlets)  and  achieve  economies  of  scale  with 
virtual  immunity  from  antitrust  liability  at  the  State  and  Federal  levels.  (Hurrently, 
more  than  4,400  firms  are  operating  under  the  program's  antitrust  protection. 

In  addition,  the  Ofiice  produces  the  "Export  Yellow  Pages"  directory  which  in- 
cludes trade  contact  information  on  approximately  14,000  U.S.  companies,  primarily 
small-  and  medium-sized  firms,  that  have  registered  their  export  interests  for  inclu- 
sion in  the  "Contact  Facilitation  Service,"  a  computerized  database.  The  directoiy 
also  includes  contact  information  on  U.S.  export  intermediaries.  Distributed  world- 
wide, the  "Export  Yellow  Pages"  facilitates  contacts  between  U.S.  suppliers,  export 
facilitators,  and  prospective  overseas  buyers. 

Market  Development  Cooperator  Program 

The  Market  Development  Cooperator  Program  (MDCP)  is  designed  to  enhance 
pubUc-private  partnerships  in  export  promotion.  The  Department  provides  funding 
through  cooperative  agreements  to  help  minimize  risks  inherent  in  implementing 
creative  private-sector  market  development  ideas.  While  it  is  not  designea  especially 
for  small  businesses,  small  businesses  can  benefit  indirectly  from  this  program. 

An  applicant  (which  must  be  a  trade  association  or  a  non-profit  industry  associa- 
tion) prepares  a  project  proposal,  including  a  strategic  plan  designed  to  increase  or 
maintain  market  share  in  a  selected  overseas  market  (or  markets)  over  a  l-to-3  year 
period.  The  Department  then  conducts  a  competitive  review  of  the  applications  sub- 
mitted. Once  a  cooperative  agreement  is  concluded  between  an  award  winner  and 
the  Department,  an  ITA  project  team  works  closely  with  each  Cooperator  in 
carrying  out  activities  outlined  in  the  winning  proposals. 

Last  year,  six  Market  Development  Cooperator  awards  totalling  $2.2  million  were 
granted  to  the  following  organizations:  American  Electronics  Association  (AEA),  As- 
sociation for  Manufacturing  Technology  (AMT),  Automotive  Parts  &  Accessories 
Association  (APAA),  Massachusetts  Port  Authority  (MASSPORT),  Packaging  Ma- 
chinery Manufacturers  Institute  (PMMI),  Institute  of  the  Americas  and  the  Environ- 
mental Technology  Export  Council  (co-participants). 

The  U.S.  machine  tool  industry's  trade  association,  AMT,  as  a  participant  in  the 
program  is  increasing  the  U.S.  industry's  presence  in  the  growing  machine  tool  mar- 
kets of  China  and  Mexico.  AMT  is  using  the  program  as  a  medium  to  help  its  small- 
er members  increase  their  exports  in  two  of  the  world's  most  critical  markets.  AMT's 
MDCP  plan  includes  a  number  of  joint  industry/DOC  initiatives  that  will  enable  its 
industry  members  to  develop  a  significant  presence  in  these  markets. 

As  part  of  the  MDCP,  the  TPCC  Environmental  Trade  Woricing  Group  is  working 
with  the  Environmental  Technologies  Export  Council  and  the  Institute  of  the  Ameri- 
cas on  developing  the  TPCC  Latin  American  Environmental  Initiative.  The  initia- 
tive will  focus  on  increasing  exports  to  Latin  America  by  the  American  environ- 
mental industry,  including  small  businesses. 

A  total  of  $2.0  million  is  available  under  the  MDCP  in  1994,  with  an  individual 
award  limit  of  $500,000.  Funds  may  be  expended  over  the  period  of  time  required 
to  complete  a  project,  not  20  exceeding  3  years.  This  year,  eligibility  for  the  MDCP 
has  been  expanded  to  include:  trade  associations;  nonpixifit  industry  organizations; 
State  trade  departments  and  their  regional  associations,  including  centers  for  inter- 
national trade  development  (chambers  of  commerce,  world  trade  centers);  and 
private  industry  firms  or  groups  of  firms  in  cases  where  no  entity  described  above 
represents  that  industry. 
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Small  Business — Asia-Pacific  Economic  Cooperation  and  Organization  of  Economic 
Cooperation  and  Development 

The  Department  of  Commerce  is  committed  to  the  Small  and  Medium  Enterprise 
(SME)  ffoals  on  the  agendas  of  both  APEC  and  the  OECD.  The  APEC  Ministers,  in 
particular,  have  made  it  clear  that  issues  related  to  small-  and  medium-sized  enter- 
prises should  receive  priority  attention  in  APEC  for  1994.  To  this  end,  the  Depart- 
ment of  Commerce  participates  in  a  number  of  ways. 

The  Department  is  increasing  its  efforts  to  inform  U.S.  businesses,  particularly 
small  firms,  of  the  opportunities  that  exist  in  the  vital  Asia-Pacific  region  and  high- 
light the  Department's  export  promotion  services  available  to  help  them  so  that  they 
can  take  advantage  of  these  opportunities.  The  Department  encourages  more  private 
sector  involvement  with  APEC-related  activities  in  order  to  keep  U.S.  companies 
apprised  of  the  developments  and  opportunities  in  the  region. 

The  Department  is  also  directly  involved  in  various  APEC  committees,  working 
groups,  and  meetings.  Of  the  10  Working  Groups  that  focus  on  particular  sectors 
or  issues,  four  have  their  primary  U.S.  government  contact  within  Commerce.  These 
are  Tourism,  Trade  and  Investment  Data,  Investment  and  Industrial  Science  and 
Technology,  and  Trade  Promotion. 

In  addition  to  our  commitments  to  APEC,  the  Department  of  Commerce  is  actively 
involved  in  the  OECD,  through  the  Small  Business  Program,  outlined  above,  and 
other  activities.  The  Small  Business  Program  Coordinator  recently  participated  in 
an  OECD  conference  on  the  globalization  of  small  business  and  the  results  of  that 
conference  will  be  put  to  use  in  developing  an  export  promotion  strategy  for  small 
businesses,  among  others. 

U.S.  &  Foreign  Commercial  Service 

The  US&FCS  assists  small  businesses  to  expand  their  exports  in  many  ways. 

The  US&FCS  has  a  global  network  of  69  domestic  and  134  overseas  offices  dedi- 
cated to  helping  U.S.  firms — particularly  small-  and  medium-sized  firms — become 
successful   exporters  by  providing  high-quality  counseling   and   reasonably-priced 

Eroducts  and  services  targeted  to  meet  the  clients'  needs.  Well  over  90  percent  of 
^S&FCS  counseling  serves  small  firms. 

The  US&FCS  domestic  and  overseas  networks  serve  as  a  valuable  resource  espe- 
cially for  smaller  firms  which  cannot  afford  to  maintain  representatives  in  every  for- 
eign market.  The  programs  and  services  offered  by  US&FCS  can  provide  firms  with 
pertinent  market  information  and  local  contacts  they  need  to  make  sales  in  foreign 
markets,  often  without  resorting  to  expensive  travel  abroad. 

The  US&FCS  domestic  network  serves  small  businesses  in  the  following  manner. 
The  domestic  network,  which  currently  consists  of  4  U.S.  Export  Assistance  Centers 
(USEAC's),  43  district  offices  and  22  branches,  provides  market-research  and  export- 
marketing  counseling  to  small-  and  medium-sized  firms.  The  Department's  trade 
specialists  assist  small  firms  by  assessing  their  export  strengths,  by  identifying  key 
export  markets  of  opportunity,  and  by  assisting  clients  in  implementing  strategies 
through  the  US&FCS  global  network  and  ITA-wide  resources.  In  FY  1993  alone,  the 
domestic  network  conducted  52,000  counseling  sessions  and  assisted  nearly  4,000 
small  firms  in  completing  new-to-market  and  new-to-export  actions. 

The  US&FCS  networx  of  overseas  posts  serves  America's  small  businesses 
through  its  US&FCS  commercial  officers  posted  to  U.S.  embassies  and  consulates 
in  more  than  69  countries,  totalling  134  cities  worldwide.  During  FY  1993,  these  of- 
ficers conducted  over  110,000  counseling  sessions  with  U.S.  firms  overseas  and  with 
host-country  firms  interested  in  U.S.  products  and  services.  Commercial  officers  in 
overseas  posts  develop  the  market  contacts  which  ultimately  yield  export  actions. 

US&FCS  provides  small  businesses  with  export  counseling  and  assistance  at 
every  step  oi  the  export  process  and  serves  to  minimize  the  cost  and  risk  to  those 
companies  looking  to  conquer  new  markets.  All  of  these  services  help  to  provide 
American  businesses  with  the  overseas  contacts  which  are  essential  for  new  export- 
ers. In  FY  1993  a  total  of  381  US&FCS-backed  trade  events  yielded  $200.2  million 
in  off-the-floor  sales  and  118,377  trade  leads  for  American  businesses.  Eighty-two 
(82)  percent  of  the  participating  firms  in  FY  1993  were  reported  to  be  small,  up  from 
64  percent  in  FY  1991  and  62  percent  in  FY  1992. 

Country  Desk  Officers 

The  International  Economic  Policy  unit  of  ITA  has  country  "desk"  officers  that 
offer  information  and  counseling  to  small  businesses  on  the  trade  potential  for  their 
products  in  specific  countries  and  regions. 

Desk  officers  can  evaluate  the  needs  of  an  individual  firm  wishing  to  sell  in  a  par- 
ticular country  in  the  full  context  of  that  country's  economy,  trade  policies,  and  po- 
litical situation.  Desk  officers  also  collect  information  on  their  assigned  country's 
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regulations,  tarifTs,  business  practices,  economic  and  political  developments,  trade 
data,  and  market  size  and  growth,  keeping  a  current  pulse  on  the  potential  maritets 
for  U.S.  products,  services,  and  investments.  To  identify  a  specific  country  desk 
officer,  call  1-800-USA-TRADE. 

Regional  Business  Information  Centers 

The  International  Economic  Policy  unit  of  ITA  also  has  several  regional  business 
information  centers  that  highlight  new  opportunities  for  trade  and  investment  and 
provide  area-specific  information  and  counseling. 

Each  center  has  several  main  services  in  common.  Information  is  available  via 
phone  or  fax  on  commercial  opportunities,  potential  trading  partners,  market  infor- 
mation and  research,  doing  business  in  the  region,  upcoming  trade  promotion  events 
and  information  seminars,  changes  in  U.S.  government  programs,  and  government 
changes  in  the  region.  Much  of  this  information  is  also  available  from  each  center 
through  regular  publications. 

•  Business  Information  Service  for  the  Newly  Independent  States  (BISNIS)  can 

be  reached  at  (202)  482-4655,  fax  (202)  482-^723. 

•  Eastern  Europe  Business  Information  Center  (EEBIC)  can  be  reached  at  (202) 

482-2645,  fax  (202)  482-4473. 

•  Japan  Export  Information  Center  (JEIC)  can  be  reach  at  (202)  482-2425,  fax 

(202) 482-0469. 

•  Single  Internal  Market  1992  Information  Service  (SIMIS)  can  be  reached  at 

(202)  482-5276,  fax  (202)  482-2155. 

SUCCESS  STORIES 

Mr.  Chairman  I  would  like  to  share  with  you  and  the  Committee  Members  a  few 
success  stories  involving  small  businesses  to  which  the  Department  contributed. 
These  stories  illustrate  what  Commerce  export  enhancement  services  mean  in  real 
life  to  small  businesses. 

The  first  is  that  of  Environmental  Remediation  Technology,  a  minority-owned, 
small  business  in  Mississippi.  This  firm  produces  biodegradable  hydrocarbon 
absorbents  from  cotton  seeds  which  remove  oil  and  other  toxins  from  surfaces  and 
water.  Trade  Development  recruited  this  firm  for  the  US&FCS  matchmaker  oil  and 
gas  delegation  to  the  Middle  East.  They  then  went  immediately  on  another  Match- 
maker trip  to  Europe  and  to  Russia  with  Secretary  Brown's  Business  Development 
Mission.  The  firm's  president,  Mr.  Richard  Blackmore,  recently  wrote  to  Secretary 
Brown  saying  that  as  a  result  of  the  Conmierce  assistance,  he  expects  an  increase 
in  sales  of  over  500  percent.  A  copy  of  his  letter  is  included  with  this  statement. 

Another  success  is  MCT  Industries,  Inc.,  a  small  aircraft  ground  support  equip- 
ment manufacturer  from  New  Mexico.  MCT  exhibited  in  the  Conunerce  sponsored 
USA  National  Pavilion  at  the  1993  Paris  Air  Show,  its  first  ever  trade  show.  Not 
only  did  they  make  a  sale  of  the  equipment  on  display,  they  obtained  a  distributor 
and  made  significant  other  contacts. 

Aeropulse,  Inc.  from  Bensalem,  PA,  is  a  manufacturer  of  environmental  protection 
systems.  This  company  recently  sought  assistance  from  the  local  Commerce  district 
office  and,  with  the  help  of  expert  counseling,  was  able  to  make  two  substantial 
exports  to  Europe. 

Within  the  last  6  months,  we  have  logged  45  success  stories  into  our  success  sto- 
ries data  base  just  for  the  following  industry  sectors:  pollution  control,  water  re- 
sources pollution,  software,  computer  hardware,  and  medical  equipment.  These  45 
firms  are  from  all  over  the  U.S.  and  made  sales  world-wide,  ranging  from  $4,000 
to  $7  million.  Total  sales  were  about  $17  million.  In  each  case,  the  Commerce 
Department  provided  some  form  of  assistance. 

But  There  is  Much  Left  to  Do 

We  have  found  over  the  years  that  many  small-  and  medium-sized  companies  do 
not  participate  in  export  related  activities  at  the  level  we  think  they  should,  thus 
missing  growth  opportunities.  The  question  then  is  why  don't  they  export?  Are  the 
characteristics  of  those  that  export  different  from  those  that  do  not  export?  Are  their 
needs  different?  The  challenge  and  the  opportunity  is  to  find  answers  to  these  ques- 
tions and  then  to  take  corrective  actions  that  will  lead  to  increased  small-  and  me- 
dium-sized business  exports.  With  your  support,  and  working  with  the  other  mem- 
bers of  the  interagency  Trade  Promotion  Coordinating  Committee  (TPCC),  I  believe 
that  the  answers  to  the  questions  posed  above  can  be  found.  However,  we  need  to 
focus  our  resources  on  areas  where  we  can  expect  the  maximum  return  for 
American  business,  including  small-  and  medium-sized  business. 

In  terms  of  geographic  focus,  we  ought  to  be  doing  more  in  those  markets  that 
have  the  fastest  growth  and  present  maximum  opportunities  for  our  firms.  We  have 
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identified  a  number  of  such  markets  around  the  world — like  Indonesia,  Mexico, 
South  Africa — to  name  but  a  few  where  the  growth  potential  over  the  next  decade 
is  likely  to  account  for  more  than  one-half  of  the  growth  in  world  trade.  We  think 
these  markets  could  be  major  targets  for  small-  and  medium-sized  exporters. 

Similarly,  opportunities  for  small-  and  medium-sized  opportunities  abound  across 
many  sectors  of  an  industrial  spectrum.  In  envirotech,  for  example,  the  majority  of 
the  45,000-60,000  U.S.  firms  are  small-  to  medium-sized.  The  U.S.  packaged  soft- 
ware industry,  a  key  segment  of  the  information  technologies  sector,  is  composed  of 
thousands  of  small  firms.  According  to  the  Census  of  Service  Industries,  there  were 
3,000  packaged  software  firms  in  1987,  the  last  year  for  which  data  are  available. 
Nearly  half  of  these  firms  (47  percent)  employed  fewer  than  5  people;  97  percent 
employed  fewer  than  100  people;  and  72  percent  earned  less  than  $1  million.  Even 
so,  over  50  percent  of  the  industries  revenues  came  from  overseas  sales. 

The  telecommunications  sector  is  also  diverse,  encompassing  very  small  to  very 
large  companies.  While  large  companies  tend  to  dominate  the  industry,  small  com- 
panies are  important  players  in  niche  markets  and  are  often  the  pioneers  in  devel- 
oping and  marketing  new  products  and  services.  And  some  industries,  like  aero- 
space and  autos,  which  are  traditionally  perceived  as  big  company  industries,  are 
in  fact  made  up  of  hundreds  and  thousands  of  small  firms  providing  needed  parts 
and  services. 

It  is  almost  a  certainty  that  the  firms  in  each  of  these  sectors  have  different  needs 
with  regard  to  becoming  expwrt  ready  and  increasing  their  exports.  Our  job  is  to 
determine  these  specific  sectoral  needs  and  satisfy  them. 

To  that  end,  ITA  is  conducting  a  pioneering  study  to  develop  baseline  statistical 
information  on  the  number  and  size  of  exporters,  the  distribution  of  exporters  by 
industry,  the  geographic  distribution  of  exporters  by  State  and  metropolitan  area, 
and  the  shares  of  exports  attributable  to  small-,  medium-  and  large-sized  companies. 
This  project  will  be  up-dated  based  on  recent  economic  census  data.  In  summary, 
we  have  determined  the  following  to  date: 

•  Most  exporting  companies  are  small-  or  medium-sized. 

•  Large  exporting  firms  are  few  in  number  but  account  for  the  bulk  of  U.S. 

exports. 

•  Intermediaries  constitute  two-thirds  of  all  small-  and  medium-sized  exporting 

firms. 

•  Almost  all  intermediaries  that  export  are  small-  or  medium-sized  companies. 

•  The  vast  majority  of  manufacturers  that  export  are  small-  or  medium-sized 

companies. 

•  Only  10  percent  of  small  U.S.  manufacturing  companies  export. 

•  The  majority  of  small-  and  medium-sized  manufacturing  firms  that  export  are 

in  a  handnil  of  major  industry  groups. 

•  In  some  industries,  a  significant  share  of  small  firms  is  engaged  in  exporting. 

While  these  conclusions  do  not  answer  our  questions  fully,  they  provide  an  excel- 
lent base  from  which  to  determine  small  business  sectoral  needs  and  to  develop 
sector-specific  strategy  to  increase  small  business  exports. 

CONCLUSION 

Mr.  Chairman,  and  Members  of  the  Committee,  I  thank  you  for  the  opportunity 
to  appear  before  your  Committee  and  discuss  Commerce  programs  to  assist  small 
businesses  to  export.  The  Commerce  Department  has  many  programs  that  assist  all 
businesses  including  small  businesses,  and  we  have  some  that  are  specifically  small 
business  oriented.  We  recognize  that  we  can  do  more  and  believe  that  our  approach 
to  defining  needs  will  allow  more  effective  use  of  our  resources  and  provide  the  best 
pay-off  for  small  business. 


Environmental  Remediation  Technology, 

May  6.  1994. 

Honorable  Ronald  H.  Brown, 
Secretary  of  Commerce, 
Washington.  DC  20230. 

Dear  Secretary  Brown: 

Thank  you  for  the  opportunities  you  are  affording  American  companies  through 
the  Commerce  Department's  Matchmaker  Missions. 

The  business  opportunities  were  outstanding  and  it  was  evident  much  pre-screen- 
ing  had  been  done  to  match  the  best  of  opportunities  for  foreign  marketing. 
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Before  I  could  return  to  my  home  ofTice,  my  office  was  flooded  with  inquiries  about 
my  company's  product.  Calls  and  offers  for  sales  and  distributorship  have  increased 
weekly. 

We  anticipate  an  increase  in  sales  of  500  percent  or  more  due  to  Matchmaker 
Missions. 

Our  small  minority  owned  company  was  afforded  an  opportunity  through  the 
Commerce  Department's  efforts  that  we  might  never  have  attained  on  our  own. 
That's  really  putting  America's  Tax  Dollars  (yours  and  mine)  to  profitable  use  for 
the  business  community  of  America. 

Sincerely, 

Richard  E.  Blackmore, 

President. 

Senator  WOFFORD.  You  are  both  on  the  front  lines  of  what  we 
better  be  paying  a  lot  of  attention  to.  What  about  your  own 
cooperation  yourselves? 

When  I  was  a  representative  of  the  Peace  Corps  in  Africa,  and 
the  year  I  spent  in  India,  I  saw  the  extensive  information-collecting 
capacity  that  the  Department  of  Agriculture  has  overseas,  and  the 
Department  of  Commerce,  your  respective  attaches. 

I  have  not  followed  it  in  recent  years.  How  extensive  is  your 
cooperation  in  collecting  that  information  and  then  sharing  it? 

Mr.  ViCKERY.  If  I  might  speak  to  that,  Senator? 

Senator  Wofford.  Please. 

Mr.  ViCKERY.  That  is  a  point  very  dear  to  my  heart.  My  dad 
served  for  25  years  in  the  Foreign  Agricultural  Service,  and  retired 
as  the  Director  of  the  Grain  and  Feed  Division  at  FAS. 

So,  throughout  my  life,  that  point  has  been  one  of  very  personal 
importance  to  me.  On  the  TPCC,  we  work  together.  We  have  made 
special  attempts.  I  chair  a  working  group  on  Environmental  Tech- 
nologies Exports  for  the  TPCC. 

And,  of  course,  the  Department  of  Agriculture  has  extensive  pro- 

frams  and  activities  there.  I  think  that  this  is  a  point  that  we  will 
ave  foremost  as  we  try  to  implement  the  TPCC. 

Mr.  GrOLDTHWAlT.  I  would  mention  a  couple  of  very  specific  exam- 
ples. You  referred  to  our  field  collection  of  data — agricultural  data 
and  commercial  data  in  the  agricultural  sector. 

We  are  in  the  process  of  working  with  the  Department  of  Com- 
merce to  make  all  of  the  reports  tnat  we  receive  through  our  sys- 
tem here  in  Washington  available  on  something — if  I  have  the 
name  correctly,  it  is  the  Coordinated  Trade  Data  Bank. 

And  so  all  of  that  data  will  be  available  through  a  mechanism 
that  the  Commerce  Department  has  to  provide  to  U.S.  exporters. 

I  might  also  note  that  we  are  working,  not  only  here  in  Washing- 
ton, where  that  effort  is  a  direct  result  of  the  TPCC,  but  also  in 
the  field,  where  we  are  developing  together  a  coordinated  country 
marketing  strategy  and  where,  in  a  couple  of  countries — and  I 
would  mention  as  an  example,  Indonesia — FAS  is  considering 
whether  or  not  it  can  locate  or  co-locate  some  of  our  staff  in  com- 
mercial centers  that  Commerce  is  developing,  along  with  other 
parts  of  the  Embassy. 

Obviously,  there  is  still  more  we  can  do.  And  we  want  to  keep 
working  on  things. 

Senator  Wofford.  Well,  you  have  such  an  extensive  network  of 
agents  in  this  country.  If  the  communication  between  your  overseas 
information  and  your  agents  there  and  in  this  country  is  good,  you 
can  do  a  tremendous  amount. 
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In  our  field  hearing,  one  of  your  agents  was  particularly  singled 
out  for  help  in  getting  agricultural  enterprises  into  exporting  very 
successfully. 

I  think  one  of  the  key  tests  we  should  all  put  to  ourselves  is  to 
what  extent  we  are  finding  the  success  stories  and  helping  to 
spread  them  and  to  give  information  about  them. 

As  I  heard  the  testimony  in  Philadelphia,  I  just  kept  wanting 
every  one  of  our  small  businesses  in  Pennsylvania,  where  they  had 
a  possibility  of  exporting  to  hear  the  good  news,  from  the  success 
stories.  Then,  of  course,  I  wanted  you  all  to  hear  some  of  the  so- 
called  bad  news,  or  the  complaints,  and  see  what  you  made  of 
them. 

The  Commonwealth  of  Pennsylvania  has  a  good  export  promotion 
program  that  is  helping  small  producers.  Can  State  Departments 
of  Agriculture  apply  for  market  promotion  money  to  supplement 
their  own  promotion  efforts,  or  do  we  need  to  rely  on  the  regional 
consortium? 

Mr.  GoLDTHWAiT,  With  respect  to  our  activities,  we  rely  on  the 
regional  consortium.  We  find  that  that,  for  us,  works  somewhat 
better  than  working  with  the  individual  States. 

However,  as  I  indicated,  through  the  outreach  activities  we  con- 
duct through  those  consortia,  we  have,  in  fact,  held  seminars  with 
individuals  from  a  total  of  38  different  States.  So  we  get  out  into 
most  of  the  States  individually  through  the  consortia. 

Senator  Wofford.  There  was  a  May  6  press  release  announcing 
the  1994  market  promotion  program  allocations.  And  it  stated  that 
these  allocations  reflect  recent  significant  changes  in  MPP,  as  pro- 
vided in  law  which  targets  MPP  funds  to  provide  priority  assist- 
ance to  small  businesses. 

Could  you  just  spell  ^  out  a  little  more  what  changed  from  the 
prior  year's  allocations  that  reflects  that? 

Mr.  GoLDTHWAiT.  Well,  there  were  three  or  four  additional 
criteria  that,  as  a  result  of  that  legislation,  we  took  into  account 
this  year  in  our  allocations. 

First  of  all,  the  legislation  required  us  to  return  to  an  earlier  con- 
cept for  this  program  and  have  each  allocation  or  each  proposal 
target  an  unfair  trade  practice.  So  that  was  introduced. 

We  also  introduced  a  prioritization  for  small-  and  medium-sized 
businesses  within  the  program,  and  there  we  used  the  SBA  defini- 
tions. In  addition  to  that,  we  introduced  graduation  provisions  with 
respect  to  companies  continuing  to  promote  the  same  product  in 
the  same  country. 

So  there  were  a  whole  series  of  things  that  were  incorporated  in 
that  new  effort.  So  it  will  result  in  proposals  and  allocations  that 
have  a  fairly  considerable  redirection  of  emphasis. 

Senator  Wofford.  The  administration — I  think,  Mr.  Vickery,  you 
went  into  this  a  little — is  establishing  a  strategically-focused  Inter- 
agency Advocacy  Network. 

Mr.  Vickery.  Yes,  sir. 

Senator  Wofford.  Could  you  tell  us  a  little  more  about  how  the 
work  of  that  network  is  coming  along  and  how  small  businesses 
will  be  able  to  gain  access  to  the  government's  advocacy  services? 

Mr.  Vickery.  Yes,  sir.  The  National  Export  Strategy  had,  as  one 
of  its  six  main  recommendations,  one  concerning  broadening  the 
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scope  of  advocacy  from  just  the  sorts  of  contacts  that  had  been 
made  sporadically  at  a  high-level  in  the  past,  to  a  broader  program, 
going  all  the  way  from  where  appropriate  feasibility  studies,  to 
working  on,  for  the  largest  ones,  particular  kinds  of  financing,  to 
fight  the  concessionary  financing  of  other  countries. 

There  are  two  aspects  to  the  advocacy  recommendation  which  we 
are  carrying  out.  The  first  is  the  network.  And  the  network  is  con- 
ceived as  a  group  of  representatives  from  each  of  the  TPCC  agen- 
cies that  has  access,  at  appropriate  levels,  to  those  who  can  act  on 
behalf  of  business. 

We  have  convened  that.  Secretary  Brown  addressed  the  first-ever 
meeting  of  that  in  December.  And  it  has  been  meeting  monthly 
since  that  time. 

There  is  also,  within  Trade  Development,  at  the  Department  of 
Commerce,  a  small  staff  of  professionals  to  act  as  a  clearinghouse, 
if  you  will,  to  get  advocacy  to  the  right  place  in  the  Federal 
Grovemment  for  it  to  take  place. 

We  look  at  advocacy  in  a  way  sort  of  like  total  quality  manage- 
ment, in  the  sense  that  it  is  not  simply  something  that  happens  at 
one  place  at  one  time  for  a  single  customer  or  gp:*oup  of  customers, 
but  is  an  attitude  which  should  suffuse  the  posts  abroad  and 
should  be  coordinated. 

We  mentioned  earlier  the  Small  Business  Administration  and  its 
Office  of  Advocacy.  Advocacy  is  conducted,  obviously,  through  the 
Ambassador's  operation,  through  USFCS,  through  country  desks, 
and  wherever  it  is  appropriate.  It  is  a  bit  of  a  different  attitude, 
but  we  think  that  it  is  producing  results. 

Senator  Wofford.  Mr.  Golothwait,  has  the  Department  ever 
placed  Foreign  Agricultural  Service  staff  in  States  to  assist  with 
the  education  and  outreach  work? 

Another  side  of  this  question  is:  Do  you  find  that  agricultural 
extension  agents  are  sufficiently  trained  now  or  beginning  to  be 
sufficiently  trained  in  export  promotion? 

Mr.  GoLDTHWAiT.  Let  me  make  a  couple  of  statements  in 
response.  We  have  not  ever  stationed  any  of  our  rather  small  staff 
in  the  various  USDA  State  offices. 

At  one  point,  for  a  period  of  years,  we  operated  an  office  in  the 
Midwest,  but  that  was  several  years  ago.  That  is  a  decision  that 
has  been,  shall  I  say,  resource  based. 

We  simply  have  not  had  the  resources  available.  I  do  think  it  is 
a  good  time  to  start  looking  at  that  question  again  and  looking  at 
whether  or  not  we  could  find  some  resources  for  that  sort  of  thing. 

With  respect  to  the  extension  agents,  there  I  think  you  have  a 
highly-qualified  group  of  people  whose  entire  mission  and  training 
prepares  them  to  convey  messages  and  information,  in  a  helpful 
way,  to  help  farmers  and  others  in  the  local  communities  get 
involved  with  new  and  different  things  that  they  have  not  done 
before. 

We  have,  on  the  other  hand,  in  the  Foreign  Agricultural  Service, 
expertise  on  what  they  should  be  saying,  in  terms  of  the  export 
message,  and  in  terms  of  how  you  get  involved  in  the  exports. 

I  thmk  that  what  has  been  done  so  far  has  worked  well.  But  I 
think  this  is  an  area  where  we  can  put  a  great  deal  more  emphasis. 
And,  as  Mr.  Vickery  just  finished  saying  with  regard  to  TQM,  you 
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never  want  to  be  satisfied  with  something  that  is  working  reason- 
ably well.  You  always  want  to  see  what  more  you  can  do  with  it. 

Senator  Wofford.  I  agree.  Do  either  of  you  anticipate  any 
troubles  with  your  programs  under  GATT  limitations? 

Mr.  ViCKERY.  We  do  not,  sir.  There  has  been  discussion  concern- 
ing the  subsidies  code.  Our  view  is  that  the  GATT  agreement,  in 
regard  to  subsidies,  provides  a  clarification  of  the  definition  in 
regard  to  subsidies,  so  that  it  is  plain  that  it  does  not  affect  our 
export  promotion  programs. 

There  is  a  definition  of  subsidies,  for  the  first  time,  which  was 
agreed  upon  in  the  Uruguay  Round,  which  requires  that  there  be 
some  form  of  a  financial  contribution  by  the  government.  And  it  is 
our  understanding  that  the  sorts  of  promotional  programs  which 
we  are  involved  in  fall  outside  the  definition.  It  is  our  understand- 
ing that  financial  contribution,  as  defined  in  the  new  subsidies 
agreement,  requires  a  direct  transfer  of  funds,  a  non-  collection  of 
revenue  otherwise  due,  provision  of  goods  or  services,  or  entrusting 
a  private  body  to  carry  out  one  of  these  functions. 

It  is  our  further  understanding  that  the  sorts  of  promotional 
activities  that  we  have  at  the  International  Trade  Administration 
do  not  fall  within  that  definition. 

Senator  WOFFORD.  Good.  Thank  all  of  you  today  for  helping  us 
finish  right  on  time.  I  could  benefit  by  a  longer  time  with  you.  I 
hope  we  will  be  talking  and  working  together. 

We  will  keep  the  record  open  for  5  days  for  any  additional  state- 
ments you  wish  to  add  to  it  and  for  any  responses,  if  my  colleagues 
wish  to  put  some  questions  to  you. 

[The  information  referred  to  follows:] 

Export-Import  Bank  of  the  United  States, 

August  19.  1994. 

Mr.  John  W.  Ball, 

Staff  Director. 

Senate  Committee  on  Small  Business. 

SR-^28A  Russell  Senate  Office  Building. 

Washington.  DC  20510. 

Dear  Mr.  Ball. 

Enclosed  herewith  are  Ms.  Maria  Haley's  responses  to  the  questions  submitted  by 
Senator  Pressler  following  the  May  12,  1994,  hearing  on  export;  assistance  effort-s 
for  small  business. 

If  you  have  any  questions  concerning  the  enclosed,  please  do  not  hesitate  to 
contact  the  Congressional  Office  at  (202)  566-^967. 

Beverly  K.  Thompson, 
Senior  Legislative  Analyst. 


Questions  for  the  Record  Submitted  By  Senator  Larry  Pressler  for  Maria 

LuisA  M.  Haley 

Question  1.  Small  businesses  possess  tremendous  export  potential.  A  1992  figure 
showed  that  while  exports  from  the  Fortune  500's  top  50  exporters  get  only  1.1  per- 
cent, total  U.S.  exports  grew  6.2  percent.  Despite  this  obvious  potential,  there  nas 
existed  a  lack  of  government-wide  strategy  in  promoting  exports.  Funding  irregular- 
ities have  been  a  typical  occurrence.  For  example,  in  1991,  although  agricultural 
products  accounted  for  only  10  percent  of  total  exports,  they  received  75  percent  of 
the  export  promotion  budget.  What  is  being  done  to  return  a  sense  of  fairness  to 
the  funding  system? 

Answer.  The  Trade  Promotion  Coordinating  Committee  ("TPCC")  has  been  di- 
rected to  prepare  and  present  a  unified  export  promotion  budget  to  the  Congress 
on  an  annual  basis.  The  purpose  of  the  unified  budget  is  to  achieve  a  three-stepped 
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goal:  To  provide  a  comprehensive  view  of  all  U.S.  Government  export  promotion  pro- 
grams and  resources  devoted  to  these  programs;  to  measure  the  performance  of 
those  programs  in  terms  of  additional  UJ5.  exports  created;  and  finally,  to  allocate 
those  resources  on  the  basis  of  performance  and  need.  Consequently,  LJ.S.  Govern- 
ment export  assistance  programs  that  can  demonstrate  the  highest  degree  of  facili- 
tating additional  U.S.  exports  for  the  least  cost  should  be  the  programs  that  receive 
a  relatively  hi^er  funding  priority. 

Within  the  context  of  small-  and  medium-sized  companies,  they  possess  a  substan- 
tially greater  export  capacity  than  they  have  actually  achieved.  A  key  component 
of  the  TPCC  strategy  is  to  identify  and  assist  in  meeting  the  needs  of  export  capable 
companies  throu^  tai-geted  export  assistance  programs.  In  this  regaro,  U.S.  Gov- 
ernment resources  will  be  more  finely  honed  to  educate  and  facilitate  additional 
U.S.  exports  emanating  from  this  underdeveloped  segment  of  the  U.S.  economy. 

Question  2.  In  the  past,  lenders  have  typically  been  wary  of  making  loans  to  small 
exporters  because  of  the  small  size  of  the  average  loan.  What  is  being  done  to 
improve  this  situation? 

Answer.  A  private  lending  infrastructure  willing  to  provide  trade  finance  is  a  criti- 
cal element  in  attaining  and  realizing  the  benefits  from  a  national  export  strategy. 
Toward  this  end,  Ex-Im  Bank  strives  to  maintain,  but  more  importantly,  expand  me 
depth  and  breadth  of  lender  participation  in  export  finance,  particularly  where  it 
involves  small-  and  medium-sized  exporters.  In  response  to  the  specific  problem  of 
lender  disinterest  for  small  transactions,  especially  in  the  pre-export  financing  stage 
where  this  problem  is  most  critical,  Ex-Im  Bank  recently  modified  many  of  the  fea- 
tures of  its  Working  Capital  Guarantee  Program  ("WCGP")  aimed  at  significantly 
reducing  the  inherent  risks  and  costs  of  providing  loan  support  to  small  trans- 
actions. In  addition,  banks  qualified  as  Working  Capital  Delegated  Authority  lend- 
ers will  be  able  to  retain  up  to  100  percent  of  uie  1.5  percent  facility  fee  on  trans- 
actions committed  under  their  delegated  authority.  Finally,  Ex-Im  Bank  in  coopera- 
tion with  the  Private  Export  Pundmg  Corporation  ("PEFCO")  will  be  providing  two 
pilot  programs  to  be  used  in  conjunction  with  the  WCGP.  PEFCO  will  act  as  a  li- 
quidity provider  to  lenders  W  purchasing  Ex-Im  Bank  Working  Capital  guaranteed 
transactions.  In  addition,  PEFCO  will  act  as  the  "lender  of  last  resort  for  Ex-Im 
Bank  Working  Capital  guaranteed  transactions  which  private  sector  lenders  have 
been  either  unwilling  or  unable  to  fund.  We  fuUy  expect  that  these  enhancements 
and  new  features  will  ensure  that  exporters  will  always  have  a  reasonable  funding 
alternative.  Because  Ex-Im  Bank  values  the  role  private  lenders  can  and  need  to 
play,  we  are  encouraging  their  participation  by  reducing  lender  risks  and  costs 
while  simultaneously  providing  an  explicit  financial  incentive  for  lenders  to  assist 
small  businesses  and  small  transactions.  In  the  event  there  are  transactions  which 
the  private  sector  cannot  or  will  not  handle,  Ex-Im  Bank  is  providing  a  safety  net 
to  close  the  financing  gap  for  creditworthy  transactions  and  borrowers. 

Question  3.  I  appreciate  the  combined  efforts  of  the  SBA  and  Ex-Im  Bank  in  elimi- 
nating the  overlap  and  duplication  that  has  consistently  occurred  among  Federal 
Government  programs  dedicated  to  export  promotion.  However,  with  over  10  agen- 
cies and  150  export  promotion  programs  involved,  how  successful  do  you  beueve 
your  efforts  can  be? 

Answer.  On  the  issue  of  the  Ex-Im  Bank/SBA  harmonization  of  the  Working  Cap- 
ital Guarantee  Program,  I  believe  that  this  single  program  will  achieve  at  least  two 
important  objectives:  Provide  a  simplified  program  and  process  by  which  pre-export 
working  capital  financing  can  be  obtained  and,  provide  significantly  greater  program 
access  and  availability  to  exporters  and  lenders  throughout  the  United  States.  For 
example,  the  exporting  community  will  have  a  simplified  and  uniform  U.S.  Govern- 
ment export  working  capital  guarantee  program  with  which  to  work.  Applicants 
need  only  complete  a  single  application  form  which  can  be  used  for  the  program, 
irrespective  of  which  agency  actually  handles  the  transaction.  Furthermore,  docu- 
mentation requirements  for  the  program  have  been  simplified  and  streamlined  and 
the  guarantee  itself  has  been  improved  to  substantially  reduce  the  degree  of  condi- 
tionality  and  to  clarify  lender  requirements.  Moreover,  the  program  and  assistance 
in  accessing  the  program  will  be  available  in  literally  hundreds  of  cities  and  locales 
through  the  United  States.  In  particular,  through  the  SBA  District  and  regional  of- 
fices, the  U.S.  Export  Assistance  Centers,  and  the  domestic  US^CS  offices,  trained 
U.S.  Government  personnel  are  available  to  provide  application  assistance  and  in 
some  cases,  may  be  able  to  act  on  requests  at  the  local  level.  Consequently,  I  view 
the  joint  effort  between  Ex-Im  Bank  and  SBA  as  a  model  example  of  U.S. 
Government  interagency  cooperation  that  will  yield  substantial  benefits  to  the  U.S. 
exporting  community. 
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On  the  broader  question  of  how  successful  the  overall  efforts  of  the  TPCC  and  the 
interagency  cooperation  can  be,  I  believe  that  the  efforts  and  results  to  date  are 
quite  impressive  despite  the  infancy  of  the  TPCC.  A  few  examples  of  TPCC-driven 
results  include  Ex-Im  Bank's  Capital  Projects  Tied  Aid  Fund,  the  Advocacy  Net- 
work, the  establishment  of  the  U.S.  Export  Assistance  Centers,  and  the  October  1 
launching  of  the  harmonized  Working  Capital  Guarantee  Program.  These  are  just 
a  few  out  of  many.  While  agencies  have  lound  the  team  approach  in  dealing  with 
issues  to  be  quite  different  from  historical  practices,  agencies  have  left  their  specific 
identities  "at  the  door"  and  have  demonstrated  a  clear  willingness  and  ability  to  co- 
operate for  the  overall  good.  Looking  ahead,  there  are  other  issues  which  need  to 
be  resolved.  I  feel  sure  that  the  devotion  and  commitment  demonstrated  thus  far 
wiU  continue  to  translate  into  successes  for  the  U.S.  exporting  community  where  it 
did  not  exist  before. 


Questions  for  the  Record  Submitted  By  Senator  Harris  Wofford  for 
Christopher  E.  GkJLDTHWAir 

Question  1.  Section  203  of  the  Agricultural  Trade  Act  of  1978,  as  amended  by  Sec- 
tion 1531  of  the  1990  Act  and  further  amended  by  the  Omnibus  Budget  Reconcili- 
ation Act  of  1993,  states  that  "assistance  will  be  provided  on  a  priority  basis  to 
small-sized  entities."  How  has  the  Department  of  Agriculture  sought  to  implement 
this  priority?  How  do  we  know  that  your  efforts  are  making  a  difference  and 
whether  your  goals  are  being  achieved? 

Answer.  The  question  re^rs  to  the  operation  of  the  Market  Promotion  Program 
(MPP).  As  a  result  of  the  1993  legislation,  small  entities  have  been  granted  priority 
in  the  MPP  branded  promotion  program  in  two  ways.  First,  for  those  small  entities 
working  under  non-profit  regional  trade  groups,  the  program  participation  require- 
ment of  identifying  a  foreign  unfair  trade  practice  has  been  waived.  Second,  when 
applying  for  branded  promotion  funding  under  the  program,  those  applicants  which 
indicated  that  a  higher  percentage  of  funding  would  go  to  qualified  small  size  enti- 
ties received  a  relatively  higher  funding  allocation  than  those  with  lower  percent- 
ages of  small  entities  or  those  without  small  entities  in  their  branded  promotion 
program. 

Tne  small  business  priority  requirement  is  new,  and  will  take  at  least  one  year 
of  operation  to  determine  the  impact. 

Question  2.  In  reviewing  the  1993  Market  Promotion  Program  (MPP)  allocations 
and  the  1994  allocations,  it  seems  that  there  was  not  much  difference  in  the  recipi- 
ents of  these  funds,  only  the  amounts.  But  a  May  6,  1994,  USDA  press  release 
states  that  "these  allocations  reflect  recent  significant  changes  in  the  MPP  as  pro- 
vided in  law  which  targets  MPP  funds  to  provide  priority  assistance  to  small  busi- 
nesses. .  .  ."  What  are  the  changes  referred  to  in  the  May  6  press  release? 

Answer.  As  a  result  of  the  changes  outlined  in  the  previous  answer,  there  is  now 
an  amount  of  MPP  branded  promotion  program  funds  dedicated  to  small  entities. 
If  this  money  is  not  spent,  it  does  not  revert  to  large  businesses.  As  a  result,  for 
the  first  time,  a  strong  incentive  exists  for  participants  to  recruit  small  businesses 
and  utilize  the  funds  set  aside  for  them. 

Question  3.  The  Market  Promotion  Program  is  one  of  several  trade  assistance  pro- 

frams  available  to  agriculture,  are  the  other  assistance  programs  available  to  small 
usinesses  and  if  so,  now  do  they  find  out  about  them? 

Answer.  The  Foreign  Agricultural  Service  provides  a  wide  range  of  services  to 
help  small  companies  capture  a  larger  share  of  the  growing  international  market 
for  food  and  agricultural  products. 

In  addition  to  the  Market  Promotion  Program,  FAS'  AgExport  Connections  pro- 
gram provides  low-cost  services  to  help  put  U.S.  exporters  in  touch  with  importers 
overseas-  Over  3,000  lists  of  foreign  buyers  and  4,000  trade  leads  are  provided  to 
U.S.  exporters  through  this  program  each  year.  The  FAS  trade  show  program  is  also 
popular  with  small  companies,  which  do  not  normally  have  offices  overseas  to  ar- 
range trade  events.  A  new  Memorandum  of  Understanding  with  the  Small  Business 
Administration  will  facilitate  SBA's  recruitment  of  more  small  businesses  for  FAS 
trade  shows  in  the  future. 

To  encourage  more  small  companies  to  explore  export  markets,  FAS  provides 
funds  for  educational  seminars  for  small  and  disadvantaged  companies  throu^  four 
regional  associations  of  State  Departments  of  Agriculture.  Over  50  export  seminars 
have  been  conducted  in  44  States  as  a  result  of  this  program. 

The  FAS  Trade  Assistance  and  Promotion  Office  (TAPO)  is  another  good  first 
point  of  contact  for  exporters  who  need  foreign  market  information  and  assistance 


43 

in  accessing  government  programs.  TAPO  has  country  and  commodity  specific  mar- 
ket reports  which  contain  information  on  best  market  prospects  and  contact  infor- 
mation of  distributors  and  importers.  TAPO  can  help  exporters  find  the  correct 
USDA  office  to  assist  them  with  technical  questions  on  exporting.  These  services  are 
widely  advertised  by  the  Department. 

Question  4.  One  of  the  points  made  many  times  by  witnesses  at  the  Subcommittee 
hearing  I  held  in  Pennsylvania  was  that  it's  confusing,  frustrating  and  costly  for 
small  businesses  to  piece  together  Federal  trade  assistance  programs.  What  specific 
coordinated  activities  has  the  Department  of  Agriculture  entered  into  with  the  other 
Departments? 

Answer.  USDA  has  been  actively  involved  with  the  Trade  Promotion  Coordinating 
Committee  (TPCC)  working  groups  during  this  past  year  to  ensure  that  our  over- 
seas activities  and  our  work  here  in  the  United  States  is  coordinated,  and  that  our 
services  are  made  more  accessible  to  the  public.  One  TPCC  initiative  was  to  develop 
a  single  Country  Conunercial  Guide  combining  trade  related  reports  which  various 
agencies  have  been  submitting  separately.  FAS  worked  closely  with  Foreign  and 
Commercial  Service  (FCS)  and  the  Department  of  State  in  developing  the  instruc- 
tions for  these  guides,  which  were  created  by  the  staff  of  TPCC  agencies  at  overseas 
embassies.  The  guides  will  provide  a  overview  of  key  markets  for  exporters,  as  well 
as  serving  as  a  guide  to  other  resources  and  government  programs  which  are 
available  m  the  markets. 

We  have  also  provided  the  new  U.S.  Export  Assistance  Centers  (EAC)  organized 
under  the  TPCC  with  promotional  materials  on  all  our  programs  and  contact  num- 
bers for  staff  in  Washington.  We  did  not  assign  stafl"  to  the  EAC's,  but  rather  tried 
to  ensure  that  they  coorainate  with  State  Departments  of  Agriculture  personnel  in- 
volved in  trade  promotion.  An  informal  survey  of  U.S.  EAC's  indicated  that  less 
than  5  percent  of  their  clients  requested  assistance  on  exporting  agricultural  prod- 
ucts. This  confirmed  our  assumption  that  it  would  not  be  efficient  to  place  full-time 
FAS  stsdT  in  these  offices.  Given  the  proposed  increase  in  the  number  of  EAC's,  we 
are  now  looking  at  even  better  ways  to  brief  EAC  staff  on  how  to  handle  inquiries 
from  agricultural  exporters. 

Question  5.  As  I  mentioned  earlier,  one  of  the  things  that  became  clear  during 
the  Philadelphia  field  hearing  is  that  the  State  and  local  governments  are  very 
involved  in  export  promotion  and  financing  efforts.  How  can  your  efforts  be  better 
coordinated  with  State  and  local  efforts? 

Answer.  The  Foreign  AgriculturaJ  Service  works  closely  with  State  Departments 
of  Agriculture  to  promote  agricultural  exports  through  the  National  Association  of 
State  Departments  of  Agriculture  and  four  regional  associations  of  State  Depart- 
ments of  Agriculture.  This  year  we  will  be  providing  these  associations  with  over 
$18  million  to  support  their  export  promotion  efforts.  We  are  also  oivanizing  a  3- 
dmr  international  marketing  conference  in  Washington  this  November  for  marketing 
officers  from  State  Departments  of  Agriculture. 

We  regularly  support  export  promotion  efforts  at  the  State  and  local  level  by 
providing  speakers  for  export  seminars  and  resource  materials  for  a  wide  variety  of 
trade  development  centers. 

Question  6.  It  seems  that  the  Foreign  and  Commercial  Service  attempts  to  deliver 
the  information  in  the  United  States  as  much  as  collect  it  abroad.  Has  there  been 
any  consideration  given  to  placing  Foreign  Agriculture  Service  staff  in  the  States 
to  assist  with  education,  outreach  and  work  to  promote  exporting? 

Answer.  The  Foreign  Agricultural  Service  has  a  long  history  of  not  only  collecting 
production,  trade  and  marketing  data  overseas,  but  also  in  developing  a  distribution 
network  for  that  information  in  the  United  States.  We  have  long-standing  relation- 
ships not  only  with  State  Departments  of  Agriculture  and  regional  agricultural 
trade  consortium,  but  also  with  commodity  specific  trade  associations  who  serve  as 
"multipliers"  which  take  FAS  information  and  distribute  it  to  their  members.  We 
also  have  a  wide  range  of  publications  on  agricultural  trade  which  we  make 
available  directly  to  the  public. 

We  continue  to  look  for  new  ways  to  ensure  that  our  information  gets  to  the 
widest  possible  audience.  FAS  recently  signed  a  Memorandum  of  Understanding 
with  the  Department  of  Conmierce  to  place  over  4,000  reports  annually  in  their  Na- 
tional Trade  Data  Bank  and  their  Electronic  Bulletin  Board.  We  have  a  fax-back 
system  for  Trade  Leads  which  we  are  working  to  expand  to  include  other  types  of 
trade  information.  We  also  are  distributing  electronic  versions  of  our  more  popular 
maricet  information  reports  to  State  Departments  of  Agriculture,  libraries  and  other 
institutions  which  make  them  available  to  the  public  for  the  cost  of  reproduction. 
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We  do  not  currently  have  the  resources  to  assign  our  U.S.-based  FAS  staff  outside 
of  Washington.  Since  most  States  have  international  marketing  programs  in  place, 
we  have  chosen  to  work  through  them,  rather  than  duplicating  their  services.  How- 
ever, we  have  worked  closely  with  the  States  in  developing  and  promoting  "how -to- 
export"  seminars  where  information  on  FAS  services  and  programs  is  provided.  We 
also  organize  a  training  woritshop  for  international  marketing  officials  from  State 
Departments  of  Agriculture  every  2  years.  Finally,  our  Attache  Education  Program 
malkes  speakers  knowledgeable  about  key  overseas  markets  available  for  inter- 
national marketing  seminars  throughout  the  country. 

Question  7.  How  are  Agricultural  Extension  Service  agents  trained  to  assist 
conmiodity  producers  and  food  processors  in  exporting? 

Answer.  In  August  1990,  the  Cooperative  Extension  System,  which  is  a  partner- 
ship of  USDA's  Extension  Service,  State  land-grant  universities,  and  countv  govern- 
ments, implemented  an  International  Marketing  Initiative  called  Going  Global.  Ex- 
tension specialists  at  43  pilot  sites  in  13  States  were  trained  in  the  use  of  an  elec- 
tronic information  resource  system  which  was  designed  to  help  farmers  and  rural 
businesses  gain  access  to  information  on  export  market  opportunities.  This  informa- 
tion was  provided  to  local  firms  through  seminars,  demonstrations,  counseling, 
personal  contact,  direct  mail,  and  the  media. 

Many  extension  officers  remain  active  in  this  type  of  work,  with  national  coordi- 
nation now  provided  by  the  Extension  Service's  Communities  in  Economic  Transi- 
tion program.  In  addition,  several  of  the  International  Trade  Development  Centers 
at  land-grant  universities  have  developed  their  own  outreach  and  training  programs 
for  private  business  people,  as  well  as  State  and  local  government  officials. 

Question  8.  In  Pennsylvania,  the  Commonwealth  runs  an  excellent  export  pro- 
motion program  that  helps  small  producers.  Can  State  Departments  of  Agriculture 
apply,  for  MPP  money  to  supplement  their  own  promotion  efforts  or  do  they  have 
to  use  the  State  regional  consortium? 

Answer.  State  Departments'  of  Agriculture  participation  in  MPP  is  through  the 
State  Regional  Trade  Groups  (SRTG's),  that  have  both  the  staff  and  experience  to 
administer  an  MPP  program.  Our  goal  is  to  promote  broad  based  producer  participa- 
tion in  the  MPP.  Because  of  the  diverse  nature  of  private  companies  between  re- 
gions, the  most  effective  and  efficient  use  of  MPP  resources  is  through  the  SRTG's. 


Questions  for  the  Record  Submitted  By  Senator  Larry  Pressler  for 
Christopher  E.  Goldthwait 

Question  1.  Small  businesses  possess  tremendous  export  potential.  A  1992  figure 
showed  that  while  exports  from  the  Fortune  500's  top  50  exporters  grew  only  1.1 
percent,  total  U.S.  exports  grew  6.2  percent.  Despite  this  obvious  potential,  there 
has  existed  a  lack  of  government-wide  strategy  in  promoting  exports.  Funding  irreg- 
ularities have  been  a  typical  occurrence.  For  example,  in  1991,  although  agricultural 
products  accounted  for  only  10  percent  of  total  U.S.  exports,  they  received  75  jper- 
cent  of  the  export  promotion  budget.  What  is  being  done  to  return  a  sense  of  fair- 
ness to  the  fiinding  system?  -,    ^  T^  r  I  innn 

Answer.  The  figures  that  you  cite  are  taken  from  a  GAO  Report  of  January,  ly^Z. 
USDA  considered  that  report,  which  classified  all  USDA  trade-related  expenditures 
as  trade  promotion  without  regard  to  the  underlying  purposes  of  the  programs,  to 
be  misleading.  . 

The  report  inferred  that  any  USDA  outlay  that  affected  exports  was  designed 
solely  for  trade  promotion  purposes.  But  a  large  portion  of  the  agricultural  expendi- 
tures cited  in  the  report  have  multiple  domestic  and  trade  policy  objectives— not 
merely  trade  promotion  objectives.  Combating  foreign  unfair  trade  practices,  for  ex- 
ample, remains  the  driving  consideration  behind  the  Export  Enhancement  Program 
(EEP)  and  is  an  important  element  of  the  Market  Promotion  Program  (MPP),  which 
began  as  the  Targeted  Export  Assistance  Program  (TEA). 

While  for  the  past  45  years  most  non-agricultural  products  have  benefited  from 
lower  tariffs,  the  removal  of  nontariff  barriers,  and  constraints  on  unfair  trade  prac- 
tices such  as  subsidized  competition,  agricultural  trade  has  been  left  largely  outside 
the  disciplines  of  the  General  Agreement  on  Tariffs  and  Trade  (GATT).  America  s 
farmers  and  agricultural  exporters  have  faced  a  disproportionate  share  of  global 
trade  barriers  and  other  unfair  trade  practices  when  compared  to  other  U.S.  indus- 
tries. The  EEP  and  MPP  programs,  which  account  for  over  half  of  the  agricultural 
trade-related  outlays,  are  necessary  to  further  our  trade  policy  interests  in  lowering 
these  barriers  and  combating  unfair  trade  practices.  Yet  the  GAO  report  does  not 
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analyze  or  address  the  question  of  why  these  programs  exist  or  if  there  is  a  reason 
for  the  larger  number  of  legislated  agricultural  export  assistance  programs. 

Another  factor  that  GAO  does  not  address  in  its  report  is  that  many  of  the  USDA 
export  promotion  expenditures,  because  they  are  fundamentally  linked  to  domestic 
farm  support  programs,  actuaUy  offset  payments  that  would  otherwise  be  made 
under  the  domestic  programs.  The  resource  review  becomes  even  more  complicated 
when  examining  these  programs,  which  have  multiple  objectives,  only  one  of  which 
is  linked  to  exports. 

Several  of  our  large  "export"  programs  are,  in  fact,  crucial  for  meeting  domestic 
policy  objectives  for  tne  U.S.  agricultural  sector,  including  support  for  domestic  farm 

6 rices  and  maintenance  of  rural  income.  Production  from  more  than  one-third  of  all 
LS.  cropland  is  exported  each  year,  and  our  export  programs  play  a  major  role  in 
facilitating  and  maintaining  those  export  volumes.  These  programs  also  make  a  crit- 
ical contrihution  to  lowering  the  costs  of  our  domestic  commodity  programs.  For  ex- 
ample, for  each  one  cent  increase  in  the  U.S.  domestic  price  of  com.  Commodity 
Credit  Corporation  (CCC)  outlays  for  domestic  price  and  income  supports  can  de- 
crease by  $50  million.  For  wheat,  a  similar  price  increase  can  lower  CCC  outlays 
by  $20  million.  In  reality,  if  these  outlays  had  not  been  made  as  export  subsidies, 
they  would  have  been  expended  as  higher  support  payments.  GAO,  did  not  factor 
these  domestic  budget  savings  into  its  discussion  of  export  funding. 

Finally,  in  determining  that  agricultural  products  receive  75  percent  of  the  ejcport 
promotion  budget,  the  GAO  study  fails  to  include  all  export-related  programs  of^the 
Federal  Government  in  this  calculation. 

Other  agencies'  programs  support  the  sale  of  manufactured  goods  although  export 
promotion  is  not  their  major  oojective.  For  instance,  funds  loaned  for  Third  World 
development  projects  are  used  to  purchase  U.S.  manufactured  goods.  And  ftinds  are 
allocated  to  support  foreign  purchases  of  U.S.  military  equipment.  But  the  Depart- 
ment of  Defense's  military  sales  programs  are  not  included  in  the  GAO  ana^sis. 
While  trade  promotion  is  not  the  exclusive  purpose  of  the  Pentagon's  military  sales 
activities,  neither  is  it  the  primary  or  exclusive  goal  of  many  of  USDA's  programs. 
Nevertheless,  the  impact  of  military  sales  on  the  U.S.  economy  and  the  relevant 
U.S.  industries  is  the  same  as  other  government  export  programs.  Apparently  be- 
cause the  objectives  of  these  programs  are  stated  to  be  development  assistance  and 
defense  the  GAO  study  did  not  classic  such  programs  as  export  promotion  programs. 

Yet  GAO  lumped  all  USDA  exjwrt-related  programs  together,  including  the  P.L. 
480  program  and  our  other  food  aid  programs  which  were  developed  primarily  for 
humanitarian  reasons,  and  the  EEP  whicn  is  intended  to  combat  unfair  trade  prac- 
tices. For  purposes  of  making  its  calculations,  GAO  classified  all  USDA  export-relat- 
ed programs  as  expwrt  promotion  programs.  We  believe  using  different  criteria  to 
classic  export  promotion  programs  at  various  agencies  seriously  distorts  the  picture 
and  unfairly  portrays  the  division  of  resources  used  for  export  promotion. 

Question  2.  In  the  past,  lenders  have  typically  been  wary  of  making  loans  to  small 
exporters  because  of  the  small  size  of  the  average  loan.  What  is  being  done  to 
improve  this  situation? 

Answer.  We,  of  course,  have  no  authority  to  direct  or  influence  the  purely  com- 
mercial decisions  of  private  lenders,  and  since  1980  our  commercial  export  programs 
have  dealt  only  in  bank-to-bank  financing.  However,  we  understand  the  potential 
that  small-  and  medium-size  businesses  may  have  for  expanding  exports.  In  that  re- 
gard we  are  seeking  ways  to  develop  some  flexibility  in  our  programs  so  that  they 
wiU  support  transactions  undertaken  directly  between  exporters  and  importers,  and 
we  may  suggest  one  or  two  ideas  along  that  line  in  connection  with  the  aevelopment 
of  new  farm  legislation  next  year. 

Senator  Wofford.  Thank  you  very  much. 
Mr.  ViCKERY.  Thank  you,  Mr.  Chairman. 
Mr.  GrOLDTHWAlT.  Thank  you,  Mr.  Chairman. 
[Whereupon,  at  3:35  p.m.,  the  hearing  was  adjourned.] 
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